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LETTERS | 


Dragon, a damp squib 


Wing Tek Lum’s article, Adjust your 
clocks, racism has arrived [9 Jan.], was 
much ado about nothing. The film in 
question, Year of the Dragon, could be 
called neither a huge critical nor a box- 
office success and has been forgotten by 
most Americans. It had little to distin- 
guish itself from the usual Hollywood 
sex-and-violence gangster movies other, 
than its Chinatown setting. 

Lum's passionate eondemnation of 
the film's racist overtones and Ameri- 
can society, totally ignores similar faults 
in movies produced elsewhere — for 
example, Taiwan, China and Japan. 
This shows Lum is yet another one of 
those who believe racism is a sin of 
which only Whites are guilty. Such be- 
liefs are at best foolishness and at worst 
hypocrisy; in any case, they deserve no 
place in the pages of the REVIEW. 

There remains a great deal that could 
be said regarding Lum's "interpreta- 
tion” of the movie; however, it is not 
worth my time to write it or space in the 
REVIEW to print it. 

Atlanta David R. Jensen 


Predictable view 


lan Buruma's amusing and perceptive 
analysis of the Japanese psyche as evi- 
denced by the newly launched Japanese 
edition of Newsweek [13 Feb.], could 
have been even stronger. For Newsweek 
editors to attribute the one sour note in 
How Japan is viewed by the world to a 
Korean political scientist was perfectly 
safe. A Japanese reader automatically 
suspects anything from a Korean pen. 
Indeed, a Korean criticism included in 
compliments from commentators of 
other nationalities simply discredits the 
Korean, while appearing to show that 
the thin-skinned Japanese can bé even- 
handed. One is reminded of the rather 
curious polls of “most liked” and “most 
disliked” nations held regularly by 
newspapers in Seoul and Tokyo, in 
which Japan and Korea, respectively, 

invariably head the “most disliked” list. 

Malaysia John Sjevenson 











Imperial parallels 


The “naive US imperialists” [BOOKS, 6 
eb.] are, apparently, viewed with nos- 
talgic affection in Ho Chi Minh City, 
while citizens of Seoul never cease to 
count their lucky stars each night, 
thankful they found themselves south of 
the 38th Parallel. Of course, the Ameri- 
cans were no more naive than the Euro- 
, peans in their “imperialist thinking”: 
"they went to great lengths to convey 
Weir involvement as something quite 
different from their predecessors. 
There have been no “winners” from 
the effects of US involvement in 
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EXECUTIVE 
BUSINESS SERVICE 


MAKING THE RIGHT 
BUSINESS DECISION 


Choosing the right hotel for 
your business executives is very much 
4 business decision. 
SO we ve arranged a programme tailored to 


busy schedules. Pre-registration, No Stop 
Check-Out" plus a year-round 
preferred rate for deluxe accommodation. 
And more. 

Decide now to get the facts on our 
Executive Business Service programme 
Complete the coupon below or call 
.any Hilton International hotel. 
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EBS Programme 

Hilton International Singapore 

581, Orchard Road, Singapore 0923 
Please provide me with EBS brochure 
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Asia. The struggle to create post-colonial 
states was hampered and sabotaged by 
US interference, not least since this in- 
terference was a cause of, as much as a 
response to, the extension of interna- 
tional communist influence. All this, at 
a sensitive stage of fledgeling states' 
emergence, created the geopolitical 
divisions that disfigure the globe to- 
day. 

Japan's atavistic nationalism in the 
1930s was a response to White supre- 
macy in Asia. As a reaction to Western 
materialism it had relevance only in thet 
this materialism dominated Southeast 
Asian markets ahd raw material 
sources, from which they felt excluded. 
To interpret the "New Order" as a mass 
psychosis is to diagnose all those who 
identified with it as mentally ill, which is 
an unconvincing analysis, to put it 
mildly. Japan was dominated by a 
nationalism which had as much to do 
with "soul" as did European ir 
perialism. It was justification, | px 
facto, for something strategically and 


economically appealing namely, ab- 
sorbing the West's Southeast Asian em- 
pires. 


US imperialism differed from Japan- 
ese imperialism only insofar as they 
identified their ultimate objective as the 

"containment of communism." This 
was not only a nebulous objective, it 
was àn impossible one. All other aspects 
are *similar: a sense of racial and 
ideological superiority; an obsession 
with "national security," and of course, 
the conviction that there exists the 
power necessary to achieve such an ob- 
jective. 

Japanese imperialism had effects 
that were considerable and prolonged, 
as did the US. And, just as with Euro- 
pean domination, beneficial effects on 
colonial countries were minimal and in- 
cidental: education, a Western-oriented 
economy and a sense of “nation.” 

The massive chasm between Nor 
and South Korea, old Saigon and Ho 
Chi Minh City are reflections of the 
polarisation of two systems, and that 
polarisation is the legacy of imperialism 
(of whatever shade, none have native 
interests at heart) and the differing re- 
sponses of “victim” countries. 

London Jererfly Wagstaff 


Reference crossed 
James Clad in his article, Private 
thoughts [6 Feb.| incorrectly referfed to 
me as “PBS adviser.” 

| am the executive director of the In- 
stitute for Public Policy Analysis, a 
newly established private and indepen- 
dent organisation in Sabah, formed to 
undertake public policy analysis and 
carry out applied research for public 
and private sectors. 

| am neither a member nor on the 
staff of the state's ruling party, Parti 
Bersatu Sabah. 
Sabah Richard Guntinc 
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National Australia Bank continues 
Its commitment to bringing 
together the financial resources 
ofthe Asia-Pacific region. 


Headed by Mr. T. J. Morris, the 
new National Australia branch 
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high standards of professional 
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fter one of the most dramatic weeks in Philippine 

history, the unthinkable happened — Ferdinand Marcos, 
after 20 years of uninterrupted power, fled in humiliation 
and ignominy from a country he could no longer control. 
What defeated him was an unexpected coalition between 
| the resolute new president, Corazon Aquino, two of Mar- 
cos' long-term military strongmen, the Catholic Church and 
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eo its pilot, defector Chen Pao- now expected for the current 
^ REGIONAL chung, to Taiwan in accord- fiscal year. The budget, Brem- 
E : ance with his wishes. Peking ridge's last before his retire- 
CAE has demanded the return of the ^ ment in June, also contained an 
Taipei name aircraft and its pilot, but Seoul | Kuwait agency raises innovation: a five-year forecast 
change for ADB and China have no diplomatic | holding in Hong Leong of real GDP growth and infla- 
p Following the 20 February an- | relations. The Government of Kuwait In- | tion, both of which he pre- 
E nouncement in Manila that Flying low at maximum | vestment Office (KIO) is rais- | dicted would run at an average 


annual rate of 4.5% during the 
period 1986-90. 
The provisional estimates of 


ing its stake in Hong Leong Co. 
(HLC), the Kwek family's pub- 
licly quoted Hongkong bank 


speed, Chen covered the dis- 
tance between his base at 
Shenyang and Seoul in about 


Asian. Development Bank 
(ADB) members had voted to 
‘3 admit China, Taipei said it 


ba could not accept a name| 47 minutes, officials said. holding company, from 25% to | Hongkong's recent econo ic | 
Bre - change as a condition of re- South Korean fighters were | 40-44%. KIO will underwrite a | performance differ substan- ` 
^ maining in the ADB. Foreign | scrambled to intercept the air- one-for-three HLC rights | tially frorg the forecasts made 
Eo Ministry spokesman Cheyne J. | craft and guide it to an airbase | issue, taking up both its own | in last year’s budget, when 
E Y. Chiu told the REVIEW on 24 | after it emerged on South Ko- | and the Kweks' allocations. | 1985 rea GDP growth was ini- 
Be, February that, though Taiwan | rean radar screens, touching | The Kweks' stake will fall from | tially projected at 7%, a figure 


6096 to 4495, while most of the 
HK$241 million (US$30.9 mil- 
lion) issue proceeds will be 


revised down to 4.5% in Sep- 
tember. Bremridge said his 
forecast for. 1986-87 groyth 


off air-raid sirens in Seoul. Two 
North Korean fighters were 
also scrambled to intercept the 


had not received formal notifi- 
cation from Manila of Peking's 
entry, his government would 
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by China and now implicitly 
endorsed by the ADB mem- 
bership. Although there is a 
possibility that Taipei could 
change its position, other re- 
cent statements by government 
officials have suggested that 
Taipei may seek to remain an 
inactive member of the organi- 
sation by neither formally with- 
drawing nor accepting the 
name change. 

— Carl Goldstein 


China will try 

Soviet hijacker 

Peking announced on 21 Feb- 
ruary that the hijacker of a 
Soviet civilian aircraft which 
landed in northeastern 
Heilongjiang province on 19 
December 1985 will face trial in 
China “in compliance with 
Chinese law and the relevant 
international conventions pro- 
hibiting unlawful seizure of air- 
craft." The hijacker, co-pilot of 
the Antonov 24 aircraft, 
Alimuradov Shamil Gadji 
Ogly, gave himself up after 
landing in a field. 

East European sources said 
China’s decision to try the 
hijacker will not damage Sino- 
Soviet relations as Peking is ex- 
pected to turn the hijacker over 
to Soviet authorities after the 
trial. — Mary Lee 


Seoul expected to 
keep Chinese MiG 
South Korea is expected to 
keep the Chinese MiG19 jet 
fighter that landed south of 
Seoul on 21,February but send 


10 , 


held in the hopes of strengthen- 
ing the position of his ruling 
Parti Bersatu Sabah (PBS). 
The dissolution proclamation 


~~ SUHAINI AZNAM 





signed by the state governor 
came into effect two days later. 
The new crisis was brought 
about by threatened disarray in 
the PBS due to reports that six 
party members were to resign. 
Pairin flew back to Kota Kina- 
balu on 25 February. 

The PBS currently has a 
precarious 28 elected and six 
appointed representatives in 
the 54-seat assembly; the loss 
of six assemblymen would nar- 
row its majority considerably 
as its main rival, the United 
Sabah National Organisation 
(Usno) holds 16 seats and 
Usno’s ally, Berjaya, holds 
another three. — Suhaini Aznam 


tive Kuwait agency’s most sub- 
stantial visible investments in 
Asia, where its known holdings 
include stakes in the Singapore 
brokerage J. M. Sassoqn & 
Co. and the Malaysian car dis- 
tributor Cycle and Carriage. 
— Robert Cottrell 


Japan set to approve 
Bank of China branch 
Japan’s Ministry of Finance 
(MoF) says it will approve the 
Bank of China’s (BoC) appli- 
cation, expected soon, for a 
branch licence. In return, MoF 
officials say several of the 20 or 
so Japanese banks with repre- 
sentative offices in China will 
be accorded branch status. The 
reciprocal agreement has al- 
ready been canvassed at politi- 
cal levels, officials say, and 
only some details remain to be 
settled. The BoC has already 
secured prime office space for 
its Tokyo branch, and is be- 
lieved to be preparing to open 
the office in August. 

— Bruce Roscoe 


Higher GDP growth 

seen for Hongkong 

Hongkong'* gross domestic 
product grew 1% in 1985, and 
is likely to grow by 4.5% in 
1986, Financial Secretary Sir 
John Bremridge said in his an- 
nual budgetespeech deliver- 
ed on 26 February. He 
forecast a budget surplus for 
the financial year, ending 31 
March 1987 of HK$390 million 
(US$50 million), compared 
with a HK$98 million surplus 














ac not agree to change its name | Chinese fighter. used to increase the capital | was based on an expected 7.576 

E from the Republic of China, — Shim Jae Hoon | base of HLC's main subsidiary, | rise in domestic exports and a 

" under which it was a founding << Dao Heng Bank. KIO has been | 4% rise in re-exports. Tà 

E member of the ADB in 1966. | Another crisis a substantial shareholder in — Robert C 
Taipei's decision appeared for Sabah Dao Heng since the bank was y et iaa TER 

A to represent a victory for the | Sabah Chief Minister Datuk | acquired by the Kweks from Papua New Guinea to ~ 

ES conservatives in the internal | Joseph Pairin Kitingan on 24| the then British  Grindlays diversity aid sources 

ES | debate over whether to accept | February requested the disso- | group in March 1982. The Papua New Guinea Gov- 

E the name “Taipei, Taiwan,” or | lution of the state government The new capital makes | ernment of Prime Minister ` 

be a similar variant. as demanded | so that fresh elections could be | HLC one of the usually secre- | Paias Wingti has decided to ac- 

E 


cept tied aid from foreign gov- < 
ernments, reversing . a` 


long vane barrier to diver- ` 


sification of aid sources;away 
from Australia, which has an-_ 
nounced a gradual decline in. 
untied budgetary aid. Japan, in: 
particular, has welcomed the 
move, as it has been insisting 
that téndering for Japanese- 
funded projects be limited to 
Japanese and developing- 
country enterprises, effectively 
giving the lead-engineering 
roles to Japanese firms. : 
— Hamish McDonald — 


South Korean debt 

position improves. 

With the proportion of sh 
term debts declining, the'struc-. 
ture of South Korea's overseas- 
liabilities has decidedly im- 
proved during the past five 
years, according to govern- 
ment figures. The ratio of 
foreign loans maturing Within 
12 months was reduced from 
34.4% in 1980 and 33.4% in 
1982 to about 22.9% last year. 
At end-1985, total foreign debt 
amounted to US$46.7 billion. 


Officials said ENS d 
was due to a slow improveme 
in the country's balance of pay- 


ments and the government dis- 
couraging the use of short-term 
export facilities. Officials also 
indicated that instead of loans, 
the government will encourage 
private-sector conglomerates to 
float more convertible bonds and 
other international instruments 
to keep the overall debt level 
from rising. — Shim Jae Hoon 
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Group, is one of the most advanced engineering research and development laboratories 
D CN of its kind. Simulation is vital te providing defense systems that have quality and 
reliability designed in. Before they take flight. 


NORTHROP 


Making advanced technology work 
1840 Century Park East, Los Angeles, CA USA 90067-2199 
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ple Pleaser See Foon Koppen 
Regional Vice-President 


— Marketing & Human Resources 
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Hospitality: Its definition is elusive, but 
its presence essential. It could be the warm 
smile of a bell-boy, the graciousness of our 
front-office staff, the detailed attention of our 
housekeeping department... 

Whatever the definition, the underlying 
principle is knowing that the customer is the 
boss. I have a commitment to nurturing 
staff who recognise the real boss when he 
walks through our doors. ' 

. We've given you the ultimate in Room 
Guarantees. Now we give you a special 
promise of hospitality that will make your 
every stay with us a memorable one. 





& 
A 9.9 See Foon Koppen. 
...Icare about the small things in life. 


a 
otday Sun 
International-Asia/Pacific 


For further information and reservations, contact your travel agent, 
any Holiday Inn hotel or our Regional Director of Sales, 
c/o Holiday Inn Harbour View Hong Kong. 
TST PO Box 98468, 70 Mody Road, Kowloon, Hong Kong. 
Tel: 3-7215161, Telex: HX 38670, Cable: INNVIEW. 


Holiday Inn Hotels in Asia/Pacific 
Bangalore * Lido Beijing © Bombay * Colombo * Golden Mile Hong Kong 
Harbour View Hong Kong * Islamabad * Johor Bahru * Kanazawa 
City Centre Kuala Lumpur * On The Park Kuala Lumpur * Karachi 
Kuching * Kyoto * Manila * Nagasaki « Nankai-Osaka * Narita 
Park View Singapore * Royal Singapore è Menzies Sydney 
wp Paradise * Tokyo * Toyohashi * Yokohama 
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HONG KONG BAPTIST COLLEGE 
FACULTY OF BUSINESS 


Applications are now invited for the following posts in Economics: 


1. Senior Lecturer | 

This new post will carry particular responsibility for research and teaching in 
business and industrial economics in the context of the new Combined Man- 
agement Studies Programme. Candidates should have a Ph.D., substantial 
experience of teaching and research, and a strong interest in developing Miter- 
disciplinary work relating economics to other relevant disciplines. Salary 
range HK$208,920 to $270,720 p.a. (approx. US$26,785 to US$34,708 p.a.) 


2. Lecturer 

Candidates should possess high academic qualifications, preferably a 
Ph.D. degree with specialization in one or more of the following areas: applied 
economics, monetary economics, economics of public utilities, international 
economics and quantitative economics. Appropriate teaching/research ex- 
perience at the tertiary level, professional experience in industry and consul- 
tancy, and knowledge of the Hong Kong economy are also desirable. S 
range HK$112,740 to $199,680 p.a. (approx. US$14,454 to US$25,600. 


For post (1), overseas candidates can be considered for a fixed-term contract 
of two years. Upon the completion of 2 years service, a gratuity equal to 25% 
of basic salary earned over the entire contract period will be paid. For post (2), 
appointments are normally made on Superannuable terms (College 15%, ap- 
pointee 5%). Housing assistance for appointee on HK$171,960 p.a. and 
above. 


Application Procedure 

Applications with complete curriculum vitae and the names and addresses of 
two referees should reachethe Personnel Office, Hong Kong Baptist College, 
224 Waterloo Road, Kowloon, Hong Kong, by March 31, 1986. 


ASIAN DEVELOPMENT BANK 


The Asian Development Bank, a forty-five member na- 
tion, multilateral regional development finance institution 
based in Manila, Philippines, is inviting applications for 
Senior Level professional position in the personnel man- 
agement area. 


Applicants should have graduate qualifications with nst 
less than 10 years experience in personnel managen 
functions; be highly adaptable to a multi-cultural environ- 
ment and able to handle international recruitment, com- 
pensation and benefits, career development, staff relations 
and related personnel administration; be fluent in written 
and spoken English and well skilled in research, analysis, 
preparing and presenting policy studies and proposals; de- 
sirably have sound grasp of and practical work exposure in 
expatriate compensation systems, job evaluasions/classifi- 
cations, international compensation surveys, and benefit 
programs like retirement, insurance, housing and educa- 
tion assistance; have good related experience with an in- 
ternational employer and preferably be familiar with the 
Asia-Pacific region. 


Erttry level will depend upon personal ae dm 
experience. Attractive salary (in U.S. Dollars) and benefits 
package, normally free of income tax, are offered including 
relocation with family to Manila. 


Interested persons should send their curriculum vitae 
immediately to: 


REF. NO.: HK56 
Head, Employment & Staff Relations Section 
Personnel Division 
P.O. BOX 789 
Manila, Philippines 
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te January were con the 
'esult of not having been properly 
eriefed by officials. Takeshita told 
journalists i in New York on 23 
anuary that Japanese industry could 
athstand an exchange rate of Y 190 
the dollar and repeated the 
comment immediately after arriving 
a Tokyo on the following day. In 
making his second statement, 
^akeshita was unaware that the dollar 
wad alteady | begun fal ing rapidly. The 
en gained 2. i 
Pour in in the T okyo foreign- exchange 
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“Une person w as killed and ETTR m 
3 ash between rival opposition groups dur- 
p a Martyrs’ Day ceremon yin Dhaka (2/ 
he 15-party opposition alliance, at a 
attended by some - 100,000 cheering peo- 
nanded an immediate end to the mili- 
rule of President. H. Mo Ershad (24 
> € 














SHINA 
.— Two men who were sons of senior party 
afficials and. another man were executed for 
nultiple rape in Shanghai, Xinhua reported 
a9. BPD rhe board of governors of the 
in Development Bank (ADB) voted to 
t China as the bank's 47th member, an 
IB spokesman said (20 Feb.) Larry Wu- 
vho was convicted in the US of spy- 
una, Kn suicide, the US 
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sion. (20 Feb.). 


rose another four points — in the 


t London and New York markets — in 
_ the aftermath of his second 


“statement. 


IMPATIENT PARTNERS 


Malaysia's Asean 
partners are losing 


they see as Kuala 
.Lumpur's weak 
objections to 

a formula | 
committing Asean 
mae tothe "Pacific- 

E community" 
| concept, a 
: | proposed scheme 

of economic cooperation among 


Asian countries. So too are five of 


Asean's six dialogue partners — the 
US, Canada, Japan, Australia and 
New Zealand — chosen to implement 
the plan. In 1985, Malaysian Prime 
Minister Datuk Seri Mahathir | 
Mohamad rejected a multilateral 
formula for implementing the concept 
that would, in his view, lead to 
domination by the dialogue partners. 
Jakarta is furious with Mahathir, who 
it feels has failed to adequately 
explain his objections, and the 
Australians are close to scrapping the 
idea. The Malaysians have been told 
to "get their act together" before the 
Bali foreign ministers’ meeting in July 
or face responsibility for the end of 
the scheme. 


INDIA 

A policeman was shot dead by Sikh ex- 
tremists and six people were injured when 
police opened fire to disperse militant Sikh 
students in Punjab (79 Feb.). Police arrested 
10,000 people including members of parha- 


ment and leaders of political parties who 


tried to march on parliament to protest 
against food price rises. The opposition 
boycotted the opening day of the budget ses- 
Troops were rushed to 
Kashmir after widespread violence erupted, 
it was reported. G. Parthasarathi, Prime 
Mifister Gandhi's top foreign policy adviser, 
resigned, it was reported (2 2 Feb.). 


NEW ZEALAND 
A protester hit Queen Elizabeth with an 
egg during her visit to Auckland (24 Feb.). 


PHILIPPINES 


A journalist working for a Philippine- 
American newspaper opposed to President 
Mgrcos was shot dead in Glendale, Califor- 
nia (20 Feb.). Defence Minister Juan Ponce 


“| Enrile and deputy armed forces chief Lieut- 
m Gen. Fidel Ramos, backed by members of 
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While the rebel Democratic. 
Kampuchea coalition mav be in some 
disarray, the Vietnamese have their 
headaches too in trying to weld - 
together an effective army for the 
Heng Samrin regime in Phnom Penh. 
Apart from the disaffection and | 
dislocation caused by Hanoi's forced- 
labour policy along the Thai border,  . 
Western diplomats say reports of 
mutinies and defections among Heng 
samrin units appear true. One 
diplomatic estimate suggests up to 
40% of the 30,000-strong army has 
been affected, with soldiers mainly 
deserting and returning home. 


















































the armed forces loyal to Ramos, rebelled 
against Marcos calling on him to resign and j| 
seizing key military camps (22. Feb je- 
Loyalist troops guarding the presidential 
palace fired at a large crowd of j jeering dem- 
onstrators hitting several people, witnesses 
said. Both Marcos and Corazon Aquino 
were sworn in as rival presidents. At least 12 
people were shot dead in gun battles in Man- — 
ila. Marcos resigned as pre esident and left the 
country (25 Feb.). 


SOUTH KOREA | 
A Chinese pilot landed a MiIGI9 fighter — 
near Seoul (27 Feb.). The pilot asked for po- | 
litical asylum in a third country, Defence — 
Ministry officials said (22 Feb.). Thearrestof ^ 
opposition politicians has stopped in an ef- 
fort to defuse political tension caused by à 
campaign pressing for direct presidential 
elections, police said (25 Feh.). 


SRI LANKA T | 

Tamil separatists killed at least 40 peo le, D 
including four soldiers when they ambushed f 
à convoy being escorted out of a Sinhale 
village, the Defence Ministry: said d (I9 Feb 
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There was one vital element which overthrew Marcos ... 


Power from the people 


By Guy Sacerdoti and Rodney Tasker in Manila 


It has long been said 
that Ferdinand Mar- 
cos was a superstitious 
man, and that his fa- 
vourite number was 
=. r 4 seven. To the vast 
t — — throngs of Filipinos 
. SEE who spilled on to the 
streets following his downfall, the irony 
was not missed. The rebellion which 
ended Marcos' 20 years of rule lasted 77 
hours. And the two digits of the date of 
his capitulation, 25 February, also add 
up to that magic number. 

The Philippine revolution which 
brought down Marcos was remarkably 
bloodless, though some 20 people, 
mostly soldiers, did die in brief 
firefights. The groundwork for the 
putsch was laid by a tough-minded 
widow, Corazon Aquino, who, in the 
wake of a fraud-marred election, consis- 
tently refused to back away or com- 





the evening of 25 February died down, 
the sobering reality rapidly sank in: 
while a tremendous opportunity. for 
freedom and economic growth ehad 
opened in an instant, three task of na- 
tional recovery posed serious problems 
for Marcos' successors. 

He left an economy in tatters, gov- 
ernment and business systems geared 
more to patronage and corruption than 
to hard work and merit, and a people 
whose swift emancipation from long 
years of authoritarian rule could 
threaten to bubble over into lawless 
bordering on anarchy. 

Although the first night of “lbera- 
tion" saw a New Year-style celebration 
of burning tyres and _ firecrackers» 
throughout the city, the presidential 
Malacanang Palace became the scene" 
of looting, destruction of Marcos' re- 
maining possessions and the riflingy 
of files and papers. Nonetheless, the 


= 


promise with Marcos. 

But the final thrust came unexpec- 
tedly from two frustrated military lead- 
ers — Defence Minister Juan Ponce En- 
rile and former deputy chief of staff 
Lieut-Gen. Fidel Ramos. Most impor- 
tant, however, it was backed spontane- 
ously by hundreds of thousands of ordi- 
nary, committed Filipinos in Manila. It 
was truly “people’s power” which, as a 
human buffer. protected and yet en- 
couraged the final destruction of the 


Marcos era. Exactly two-and-a-half 
years after Aquino's husband, Benigno, 
was struck down by a single bullet as he 
returned to seek reconciliation with 
Marcos, the battle his assassination ig- 
nited was won and an Aquino was presi- 
dent. 

But as the widespread euphoria and 
celebration over the abrupt departure 
of Marcos, his family, former chief of 
staff Gen. Fabian Ver and other asso- 
ciates to the US-run Clark Air Field on 


tremendous pride among Filipinos ins 
Manila for what they themselves spear- 
haded and the. perception of moral 
righteousness backing their actions ap- 
peared to bode well for a quick return toy 
calm. 

Apart from «he energies of Aquino, 
the Philippines’ first woman president, 
the situation will also tax the resolve of 
the major political forces which helped# 
her to bring Marcos down: the former 
opposition forces which unified behindl 





COMMENT 


hen the time comes to write the obituary of Ferdinand 

Marcos, there will be little to say in his favour, except 
that, in the end, the *macho man' prevented much certain 
violence by quitting. He has ruled the Philippines for over 
two decades, first as an elected political leader and latterly as 
a corrupt dictator. During that period, most of East Asia ex- 
perienced dramatic economic growth, an enormous im- 
provement in the stability and security of its societies and 
progress, however slow in some countries, towards political 
maturity. Marcos made his country into Southeast Asia's 
Odd Man Out. 

When Marcos imposed martial law on one of the region's 
few genuine democracies back in 1972 he claimed the move 
was justified under the Constitution, necessitated by the 
need to defend democracy and that Constitution; to achieve 
economic progress; to bring an end to the continuing Muslim 
unrest in Mindanao, and to counter the rural insurgency 
launched by the communist New People's Army (NPA). 

He failed to deliver on all his promises. Political institu- 
tions withered as he established a one-family rule with the 
support only of his greedy political and business cronies and 
ofghe armed forces. The Philippines never fully shared in the 
region's economic growth, its economy remaining too depen- 
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dent on volatile commodities burdened by foreign debt. 
bilitated by inflation and leeched of all energy apd idea 
by corruption. The Muslim rebellion continued, while 
NPA’s ranks increased 10-fold. 

The ignoble fall of the man who once promised so muchi 
and produced so little provides many lessons. No man who 
wields almost untrammeled power can afford to dismiss the 
fate of Marcos and tell himself that it could not happen to 
him. The Thais got it right: their Foreign Ministry com- 
mented that the tragedy reflected “the fact thateolitics in the 
Asean countries is not as it was 15 or 20 years ago, when one 
man could dictate." 

There are lessons, too, for the US, where both right wing, 
and liberal ideologues are attempting to give a spurious intel- 
lectual respectability to Washington's meddling deci dd 
nal affairs of other countries, arguing that interverftionismhá 
the support of democratic causes everywhere is right and pro- 
per — a responsibility of the world's most powerful free so- 
ciety, a modern version of the White Man's Burden. Such ar- 
guments pre-suppose that the forces of democracy can be 
identified With intelligent certainty. Too often the search for 
a hero is led astyay by strategic interests as seen from the Pen- 
tagon and the role of America's hero is accorded not to a 
democrat but tothe most virulent anti-communist. 

Those who are congratulating themselves today on the 
part their blatant interference played in the triumph of Cora- 
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her, the armed forces, the Roman 


Catholic Church, the business commu- 
nity and, in the end, the US. 

The Armed Forces of the Philippines 
(AFP), previously despised by Filipinos 
as a brutal, privileged tool of the presi- 
dent, will have tø translate its new- 
found popularity into an efficient agent 
for law and order. From the moment 
Marcos fled by helicopter from 
Malacanang Palace at 9 p.m. on 25 Feb- 
ruary, Ramos broadcasted repeated 
warnings to Filipinos not to go on a 
rampage. Ramos, together with Enrile, 
hag acted as the touchpaper for the 
revolution when they united in an 
act of defiance on $2 February in the 
face of arrest orders by Ver against 
leaders of the Reform AFP Movement 
(RAM ). 

But how the “new Armed Forces of 
the People," as Ramos has termed his 
forces, will work with the new Aquino 
government is a critical issue. First of 

Aquino has. said that her first 

as president would be to release 
s ga prisoners held in Marcos’ 
jails. 


O n their first day in power, Vice-Pre- 
sident Salvador Laurel announced 
that this amnesty would apply also to 
those with the communist New People's 
Army (NPA) in the hills, whom, he 
expected, would lay down their arms 
now that there was a democratic and 
moral government in power. Ninety per 
cent of them, he said, were not com- 
munists. 

This will probably be anathema to 
both Enrile and Ramos, who have been 
at the forefront of attempts to reform 
the AFP for a more effective battle 
against the growing communist in- 
surgency. Many of the so-called politi- 
cal prisoners were, in fact, arrested 
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Reagan welcomes Aquino: page 16 
Chronology of Marcos' defeat: page 18 
The rebels' victory: page 20 
Constrasting styles: page 20 





Ramos and Enrile: final thrust. 


for their alleged connections with the 
Communist Party of the Philippines 
(CCP). 

Enrile was martial law administrator 
during the eight years and four months 
of Marcos' military rule, and his own 
hunger for power is well known. How 
Aquino can control his influence, given 
his new popularity and his retention of 
the defence portfolio, will be another 
touchy issue. Signs of disagreements 
with Aquino surfaced even before the 
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final victory. Following her self-proc- 
laimed inauguration, but before Marcos 


-had given up power, Enrile lobbied for 


her temporary seat of government to be 
moved within the confines of Camp 
Crame, the Philippine Constabulary 
Headquarters from where the rebellion 
was coordinated. She resisted success- 
fully, though Enrile acquiesced pri- 
marily because negotiations for Mar- 
cos' quick departure had already start- 
ed. 

Ramos, as new chief of staff, will 
have the delicate task of reuniting the 
AFP. In a move which was admitted by 
one general as “probably in bad taste,” 
Ramos announced Marcos’ departure 
with Maj.-Gen. Prospero Olivas at his 
side. Olivas, head of Manila’s Met- 
ropolitan Command under Marcos, was 
one of the principals charged in the 
Aquino assassination trial, because of 
his role in conducting the initial military 
investigation into the Manila airport 
murder. 

Aquino has pledged to retire all 
"overstaying" generals, extended by 
Marcos beyond their retirement age, 
and among those is Ramos himself. 
Military sources say they plan no re- 
tribution against staunch Marcos 
loyalists such as army commander Maj.- 
Gen. Josephus Ramas or air force com- 
mander Maj.-Gen Vicente Piccio, both 
of whom were reliably believed to have 
remained behind to face the music. 
But if the “new” military is to main- 
tain its enhanced public image, Aquino 
and Ramos will have to reorganise the 
structure early in the new administra- 
tion. 

Aquino’s initial problems will also 
include filling out her cabinet in a way 
which can maintain the semblance of 
unity she forged among the disparate 
opposition factions during her election 


~~~ Aquino should remember the long years when Marcos 

the mgn in the white hat, the guardian of the Cause, the 
nost of the vital US bases. It was a role he played to the hilt, 
even as he was subverting the country’s democratic institu- 
tions and — when it suited him — carrying on outrageous flir- 
tations with Moscow, with Peking and with Havana. 

Those who applaud the manner in which Washington fi- 
nally cut Marcos off at the knees may find the cause for self- 
congratulation short-lived: the Philippine people could have 
thrown Mascos out unaided and the extent to which they 
were helped will reduce the new team's credibility. Neither 
should it be forgotten that the new team is largely the product 
of the oligarchical political system which spawned Marcos. 


heless, Aquino now wears the white hat and 
Minel enshrines the hope for a fresh start after all the 
wasted years. Despite the enormous economic, political and 
social problems she faces, she has much going for her, includ- 
ing the goodwill of the majority of Filipino people and most 
of the rest of the world. 

Her most urgent task is to make it clear thatsshe will not 
tolerate corruption in high places, that the axe will fall on 
anyone of her colleagues or their families who betrays her 
revolution by self-enrichment. Only that will restore the 
Philippine people's self-respect and supply the energy and 
purpose needed for the tasks ahead. Once Aquino has estab- 
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lished that she will tolerate only clean government, she can 
begin the process of national reconciliation and thus create 
the vital consensus for progress. 

The most commonly expressed reservation about Aquino 
is her lack of experience, the fact that she was “merely a 
housewife," as Marcos insultingly said. But her innocence of 
politics could well prove to be her greatest asset: she has 
come to power free of plans and programmes, free of restrict- 
ing ideologies. She can join the growing ranks of Asia's prag- 
matic leaders, dealing with problems.on their merits, learning 
truth from facts, as Deng Xiao-ping would say. After all, in- 
experience has not prevented Rajiv Gandhi from achieving 
greater improvments in India's relations with its neighbours 
and more promising boosts to its economy than his experi- 
enced mother ever achieved. 

Above all, the Philippine people are to be congratulated. 
Too many people assumed too easily that chaos would ensue, 
that a bloodbath would lead to a civil war from which only the 
NPA would profit. Too many people underestimated the 
Filipino man and woman in the street, thinking of them as 
more akin to Latin Americans than to their neighbours in the 
region. In fact a dictator has been ousted with a minimum of 
blood spilled. The mass of the people have shown the com- 
mon sense and essential stability characteristic of the new 
societies of East Asia. The Philippines is no longer the re- 
gion's Odd Man Out. — B. D. 
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campaign. As an anti-Marcos candi- 
date, her backing ran the gamut from 
leftist nationalists to — rightwing 
oligarchs, and maintaining a workable 
balance in her administration will be dif- 
ficult. Laurel was made prime minister 
as well as foreign minister, Jaime 
Ongpin finance minister and Joe Con- 
cepcion trade and industry minister. 
How Aquino handles the Left, in 
terms of both her cabinet and her of- 
fered ceasefire and amnesty to the 
NPA, will also have to stand the test of 
rightist forces in her coalition, such as 
Enrile and Laurel. CPP  politburo 
member Antonio Zumel told the 
REVIEW shortly before the military re- 
bellion, that if military reforms were in- 
stituted, attacks against NPA forces 
halted, a serious land reform pro- 
gramme instituted, and a tough stand 
taken against foreign intervention in 
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terms of both the US military bases 
and in economic matters, a ceasefire 
would be possible. This is obviously 
unlikely, but the CPP will just as ob- 
viously have to respect the initial honey- 
moon attitude expected in the next few 
months. 


he Roman Catholic Church under 

Manila Archbishop Cardinal Jaime 
Sin, which came down firmly on the side 
of the opposition to Marcos before, and 
even more heavily after the 7 February 
presidential election, will in all liklihood 
take on a crucial role as well, given 
Aquino's strong Catholic precepts and 
personal closeness to Sin. While not 
taking a formal role in the government, 
the church will probably become a 
moral base from which many of 
Aquino's policies will emanate. 

Sin himself will undoubtedly con- 


Reagan’s fence-sitters 
finally welcome Aquino 


By Nayan Chanda in Washington 

| Despite Washington s 
early blunders and 
Reagans own deep 
sense of loyalty to 
Marcos, a concerted 
4 effort by the US presi- 
! dents senior aides 
i and their quick foot- 
work in managing the fast-developing 
crisis in Manila helped to save the US 
administration from a major policy dis- 
aster. But American diplomacy is 
headed for new tests in the troubl- 
ed times ahead in an economically 
prostrate, insurgency-ridden  Philip- 
pines. 

Five years after US Vice-President 
George Bush publicly acclaimed Mar- 
cos’ “commitment to democracy” and a 
year after Reagan himself described 
Marcos as the only barrier against com- 
munism in the Philippines, the US fi- 
nally did what Reagan had vowed never 
to do — pull the plug on an old friend 
and anti-communist ally. 

Marcos, who had abiding faith in 
Reagan, hung on to power against all 
odds in the lingering hope that state- 
ments emanating from Washington urg- 
ing him to quit did not represent 
Reagan’s personal wish. The moment of 
truth came in the early hours of 25 Feb- 
ruary, when Sen. Paul Laxalt, a close 
friend of Reagan, who had once served 
as his special envoy to Manila, told Mar- 
cos on the telephone to “cut and cut 
cleanly. The time has come.” After 
minutes of shocked silence, Marcos 
Mus “I am so very, very disappoint- 
e X 

Although events in the Philippines 
owtpaced American plans for a har- 
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monious and reconciliatory transfer of 
power, US officials are congratulating 
themselves for bringing about a rela- 
tively peaceful transition and prevent- 
ing — at least for the moment — an anti- 
American backlash. The administra- 
tion’s satisfaction was doubled by the 
humiliation suffered by Moscow, which 
had become the only country to confer 
recognition on the doomed Marcos 
presidency. 

US policy towards the Philippines, 
which had shown extraordinary in- 
dulgence in Marcos and had quietly en- 
dorsed his declaration of martial law in 
1972, received its greatest shock in 1983 
with the assassination of opposition 
leader Benigno Aquino, with obvious 
government complicity. The killing un- 
leashed a wave of popular anger against 
the Marcos regime. 

This, and the rapid growth of the 
country’s communist insurgency, began 
ringing alarm bells in Washington. The 
administration, however, resisted the 
idea of overt pressure on Marcos to re- 
form and tried instead Reagan’s “quiet- 
diplomacy” tactic, in the case of Manila 
bringing pressure to bear behind the 
scenes through the World Bank and 
IMF, upon which the country’s strappéd 
economy was becomming so heavily de- 
pendent. 


Ar from the fear of going against 
Reagan's personal fondness for 
Marcos, whom he has known simce his 
days as governor of California, US offi- 
cials were cautious about not weakenfng 
Marcos’ position on practical grounds. 
In their view there was no obvious poli- 
tical alternative to Marcos and they 
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tinue as one of her confidantes, an 
maybe become a useful mediator ins 
forging the compromises needed in both» 
military and political issues. The ud 
will also have to use its powers as mora 
and social policeman to channel. the 
new Filipino pride following the peo- 
ple's power revolution in the right direc- 
tion. 

The business community, which be- 
came frustrated and demoralised undef 
Marcos' crony system, will have tc 
renew its faith in the country's ability to 
be prosperous. More. than anything 
else, it. was lack of confidence whicF 
kept the economy in crisis. The estab- 
lishment of macgp-economic paramet: 
ers last year should have induced the 
start of a slow and gradual recovery. Bu 
the continuing political crisis under 
mined the process. 

Businessmen, including pragmatig 


ees 


Laxalt: ultimate recourse. | 
were anxious not to affect Manila's fight 
against the communists. 

The dilemma for the US in trying to 
forge a "new Marcos" regime while 
seriously unsettling the old one was 
obvious in a US national gecurity deci- 
sion directive, prepared in late 1984 and 
later leaked to the press. "While Presi- 
dent Marcos, at this stage, is part of the 
problem, he is also necessarily a part of 
the solution," the secret st con- 
cluded. “We need to be ablé to 
with him and try to influence him 
through a well orchestarted policy of in- 
centives and disincentives to set the 
stage for peaceful and eventual transi- 
tion to a successor government, 
whenever that takes place.” 

While Reagan signed the directive, 
drafted by an inter-agency group led by 
the State Department, his own instinct 
and that of his close political associates 
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T was her support of recent actions 
taken by Central Bank of the Philip- 
pines governor Jose Fernandez to 
stabilise the peso and to retrench on a 
money supply bloated by Marcos' elec- 
tion spending. A highly respected 
Fernandez will continue to head the 
central bank and to lead negotiations 
with the IMF, the US and Japan on a 
new standby credit and accompanying 
economic programme. 

- Former prime minister Cesar 
Virata, despite his indication to the 
REVIEW the night the rebellion was 
launched that he supported the Enrile- 
Ramos putsch, will probably not have a 
role in the new government because, as 
he said, he did not “want to broadcast 
his feelings” at the time. Informed 
sources say he did in fact resign but has 





was to protéct Marcos. Although sev- 
eral letters, drafted by the State Depart- 
ment and signed by Reagan, were sent 
to Marcos urging him to undertake eco- 
nomic and military reforms and Laxalt 


T Manila in October 1985, 
rcos continued to believe that not- 


withstanding the “hawks” in the State 
and Defence departments, he still en- 
joyed Reagan’s confidence and sup- 
port. 

Reagan’s remarks to newsmen on 10 
February which played down the extent 
of election fraud, and his call for a two- 
party system — which amounted to ask- 
ing Aquino to accept the role of loyal 
opposition — only helped to confirm 
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not made this public, the 
auguration. à 
The US will be in a very sensitive po- 
sition. Although President Reagan 
eventually dropped his neutral stance 
and right at the end called for Marcos’ 
removal, and while the US was the first 
country to recognise Aquino's govern- 
ment, many Filipinos felt let down. 


Or important basis for hope for a 
quick recovery and return to nor- 
mality is the Filipino's new-found pride 
shown in their willpower to depose Mar- 
cos. The Filipinos' reputation before 
was of a rather spineless people, easily 
manipulated and cowed by a strongman. 
But as Sin stated soon after Marcos's de- 
parture, it was largely the efforts of a 
"heroic" Filipino people which led to 
the truly homespun revolution. 


Marcos' faith in the US 


president. Despite a 
written statement is- 
sued by the White 


House expressing con- 
cern about "reports of 
fraud [and] violence" 
Reagan, appearing live 
on TV, claimed there 
was no hard evidence of 
fraud which, in any 
case, may have occur- 
red “on both sides." 

Alarmed by Rea- 
gan's statement, which 
seemed to undercut the 
effort undertaken by 
senior US policymak- 
ers since 1984 and the 
deteriorating situation 
in Manila, senior aides 
began an intense dip- 
lomatic effort aimed at 
restraining the frus- 
trated opposition from 
engaging in violence 
and pressuring Mar- 
cos to accept an 
orderly transfer of 
power. 

Well-placed admin- 
istration sources said 
that by sending special 
envoy Philip Habib to Manila, the 
policymakers hoped to gain time to 
manoeuvre Marcos and the opposition, 
and convince Reagan of the need to 
dsop Marcos. 


hi the administration withheld 

any further comment on the Philip- 
pine situation pending Habib's return 
from Manila, the US Embassy, which 
had been augmented by dozens of offic- 
ers wifh some Philippines expertise, was 
engaged in intense secret contacts with 
the opposition, Marcos’ ruling party 
and the military in an effort to bring 
about a reconciliation of the two politi- 
cal groups, without Marcos. 
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conspicuously absent from Marcos’ in- 





the country. The counterpoint to her in- 
experience is that she is as yet unsullied 
by a political past and hence starts with 
the reputation of being a straightfor- 
ward and principled person. Although 
the problems the country faces are 
many, there is a feeling that a weight has 
been lifted from the people's shoulders. 
And because, at least in Manila, 
the people themselves feel they were 
the key to the victory, Aquino can ex- 
pect to be given the chance to try to or- 
ganise the disparate factions and in- 
terests into a cohesive and effective gov- 
ernment. What is needed is the transfor- 
mation from unity against a common 
enemy to unity towards common goals. 

Already some signs are set fair: when 
the Manila stock exchange re-opened 
on 26 February, the market boomed. Tl 


In its public statements, Washington 
stuck to a claim of neutrality, urging 
both parties to peacefully resolve their 
differences. 

The reason Washington did not want 
to appear to be taking the initiative, an 
administration source explained, was 
that “it is wrong, it is not healthy for the 
US to impose a solution.” In the in- 
terests of long-term political stability, 
the US should avoid direct involve- 
ment, he said, adding that it is a Filipino 
problem and that they would have to 


solve it. “Now they [the opposition] are - 


asking the US to intervene in order to 
resolve this problem. But when the new 
regime runs into difficulty they would 
again turn to the US. It would be the be- 
ginning of a slippery slope, to say the 
least.” 

However, it is clear that while avoid- 
ing direct or obvious involvement, the 
administration had begun quietly urging 
key commanders and political allies of 
Marcos to distance themselves so as to 
make him more amenable to the idea of 
a transfer of power. As a source said a 
day before the final collapse, “there are 
two possibilities — a phone call from 
Reagan or crony generals telling Mar- 
cos ‘your time is up." 

The source hinted that the latter 
course was more likely and events 
proved him out. In the final hours of the 
Marcos regime, key commanders, once 
Marcos loyalists, listened to American 
advice by keeping their units off the 
streets. After realising that he was total- 
ly isolated from his own trusted lieuten- 
ants, Marcos turned to Laxalt as the ul- 
timate recourse. 

By working to ensure a peaceful 
transition and by finally recognising 
Aquino’s presidency, the US has for the 
moment salvaged its position in the 
Philippines. Washington is certain to in- 
crease economic and military assistance 
to the new government in the hope of 
guiding it out of its economic and secu- 
rity nightmares. 0 


(.. AS Aq 1 her presidency, | - 
there was a great feeling of optimism in 
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The isolation of Mar- 
cos occurred rapidly 
following the 7 Feb- 
ruary presidential 
election, when it be- 
came clear that the 
? Marcos political ma- 
chine had been guilty 
of massive vote-rigging and that Aquino 
would have won had the election been 
honest. 

But, while the opposition and the 
owerful Roman Catholic Church 
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joined forces soon after the election to 
support Aquino’s call for civil disobedi- 


ence aimed at forcing Marcos to con- 
cede, the Armed Forces of the Philip- 
pines (AFP) at first stood behind Mar- 
cos. 

Even before the elections, however, 
a split between Marcos’ closest adviser 
and personal friend, chief of armed 
forces staff Gen. Fabian Ver, and his re- 
form-minded deputy, Lieut-Gen. Fidel 
Ramos, was widening. Despite pressure 
for military reform from the Reform 
AFP Movement (RAM) leaders and the 
international community — particularly 


f : the US — and for Ver to step down in 


favour of Ramos, Marcos did not intend 
to abandon his friend. 
Given these factors, coupled with 


= | the post-election public clamour for 
_ | Marcos’ removal, Ramos and his politi- 
| cal mentor, Defence Minister Juan 


Ponce Enrile, decided to defect from 


| the Marcos camp. 


The following is a chronology of 


the events which led to the flight of 


Marcos and assumption of power by 
Aquino. 


1 February: Marcos reiterated state- 
ments made during the campaign that 


.| retiring Ver would not be easy because, 


he said, it would take time to train 


| someone to take over such a complex 


job. | 
. Marcos also stressed that Ramos 
must face as much criticism as Ver as he 
was negligent in investigating the 21 
September 1985 Escalante massacre, 
when 27 protesters died after troops on 
Negros island opened fire on them dur- 
ing a demonstration marking the 13th 


Ae anniversary of the declaration of martial 


law. 

In late January Ramos, stung by 
Marcos’ allegations, met the president 
and said that if Marcos doubted his 
ability, he would tender his resigna- 
tion. | 


7 February: The election was held. 
Returns were delayed, and massive 
fraud was witnessed by poll watchers, 
voters and journalists. Two “quick- 
count" tallies, one by the government's 
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Commission on Elections (Comelec) 
and another by a citizens’ watchdog 
group, showed Marcos and Aquino 
ahead, respectively. 

Thirty computer operators working 
for Comelec quit in protest against 
massive manipulation of the tally to 
show Marcos winning. At this point it 
became clear Marcos would never allow 
Aquino to win, regardless of the vote 
count. 


9 February:While 500,000 opposi- 
tion supporters rallied for Aquino at 
Luneta Park, Marcos announced Ver’s 
retirement. He appointed Ramos acting 
chief of staff. 


10 February: Malacanang Palace an- 
nounced that Ramos would take over as 
acting chief on 1 March. The delay was 


The tally: massive fraud — the beginning. . 


to allow Ver to wind up his affairs and 
prepare for a smooth transition. 


17 February: Over a week, Ver re- 
moved a number of Ramos supporters 
from their posts. Enrile dropped out of 
public view until a cabinet meeting, 
from which he left early saying he was 
leaving town for the weekend. 


. 

20 February: Ramos, clearly worried 
about “midnight appointments? by Ver 
of officers loyal to him to secure his ulti- 
mate control over the military, publi- 
cised a letter to Marcos calling for a 
freeze on all promotions and appoint- 
ments until he assumed office. ° 


21 February: Elite Scout Rangers 
surrounded Radio Veritas, the opposé- 
tion-church radio station, on orders of 
Ramos. 
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quarters at Manila’s Camp Aguinaldo, 
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along with 300 troops and RAM offic- 
ers. At a7 p.m. press conference, Enrile 
said his move followed warnings by 
RAM officers that he was about to be 
arrested. 

Enrile and Ramos said they no 
longer accepted Marcos’ authority andl 
they called on Marcos to resign and turn 
over power to Aquino. 

Ramos joined his troops at nearby 
Camp Crame. People began massing! 
around both facilities after hearing En- 
rile and Ramos on Radio Veritas. En- 
rile later announeed that Ver had as- 
sured him that troops loyal to Marcos 
would stay away from the camps. 

At 10:30 p.m. Marcos said on gov- 
ernment TV that there were no arrest 
warrants out for Enrile, Ramos or othes 
RAM leaders: He said the claim was 
aimed at covering up a coup — includ 
ing a plot to assassinate him an 
wife, Imelda — at 12:30 the folló » 
morning. | mOl 

Marcos said all loyal commander% 
had their troops under control and thew 
would “liquidate” the forces around the 
Defence Ministry. But, he stressed, hc 
would rather they “stop this stupidity 
and surrender." A 

Thousands of people, backed by 
Manila Archbishop Cardinal Jaime Sin. 
blocked the highway dividing the minis: 
try from Camp Crame in a show of sup. 
port for the rebels. Stepped-up troop 
activity in Ver strongholds was noticec 
by foreign observers, including senios 
diplomats. — , 


23 February: At about 2 a.m. Marcos 
said he wanted to save Enrile's and 
Ramos' lives but warned that the De- 
fence Ministry was vulnerable to artil- 
lery fire. Ramos told the crowd outside 
Camp Crame that “what is happening is 
not a coup d'etat, but a revolution o* *^? 
people." Ramos for the uy time l 
the term “people power,” later to be- 
come the catch-phrase of the revolt. 

Ramos met with military and opposi- 
tion leaders and businessmen, and con- 
tacted provincial commanders seeking 
support. An Aquino aide told the 
REVIEW that Aquino had no prior 
knowledge of the move ty Enrile and 
Ramos. A 

At a press conference attended by 
Marcos and loyalist generals, Marcos 
said the Ramos-Enrile revolt was not 
part of the coup pep: eiie 
that he was willing to blanfe the 
volt on young officers and protect 
the two senior officials if they sur- 
rendered. He presented three young of- 
ficers who *confessed" to the coup at- 
tempt. He warned again that troops 
under his control could overwhelm the 
rebels. 

Ramos countered that he would not 
surrender, noting the mass support he 
was receiving in Manila and claiming 
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that regional commanders had pledged | - | 


their support. 

Ver dispatched marine commandant 
Gen. Artemio Tadiar, with about 500 
troops, tanks and other armoured 
vehicles, to attack Camp Aguinaldo. 
They were stopped by tens of thousands 
of people, who blocked intersections 
with buses, trucks, cars and broken ce- 
ment blocks. After a night-long stand- 
off, Tadiar's troops returned to their 
base. 

News of the initial tank movement 
forced Enrile and troops under his au- 
UNUM to evacuate Camp Aguinaldo 
and join Ramos in Camp Crame. 

In the early evening, as several lead- 
ing opposition figures made their way to 
Camp Crame, Ramos and Enrile gave 
another press conference in which 
Ramos made his first reference to the 
"New Armed Forces of the People." 
Enrile said he had talked to Marcos on 
the telephone that afternoon, but there 
‘wes no serious move to compromise. 

:ause of the breakdown in communi- 
cauons and with the threat of Ver's ar- 
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mour expected to bear down on Camp 
Crame — despite the tens of thousands 
of people still keeping a protective vigil 
outside the camp gates — both leaders 
appeared tense and concerned. 


e 

24 February: Just after midnight, an 
irate Marcos spoke from the palace. 
Pounding his table, he said Enrile was 
directly involved in the coup in a blatant 
att to grab power for himself. He 

imedNEnrile planned to create a junta 
with himself as head. He claimed 
Ramos telephoned Ver during the after- 
noon "begging" him not to send in the 
tanks. “Who appointed them and who 
gave them all kinds of favours? They say 
that [I should step down] one more time 
and Lll set the tanks and artillery on 
them." Ruling out any settlement, he 
said he would never resign or leave the 
country. 
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By 7 a.m. fears of a tank attack on 
Camp Crame turned to premature jubi- 
lation as first the tanks turned back to- 
wards their base, and then Radio Veri- 


tas reported, erroneously, that Marcos 


and his family had left the country. 
Whether it was a planned strategy or 
not, it worked to the rebels’ advantage. 
Immediately, the roads of the capital 
filled with cars and jeepneys honking 
horns, and crowds streamed out to 
celebrate victory. The mass of peo- 
ple were later to become strategic in- 
struments for a day of quick develop- 
ments. 

At 9:30 a.m. Marcos appeared on 
TV with his family to prove he was still 
in the palace. During a hastily called 


press conference, he declared a state of 
emergency and said that the policy of 


“maximum tolerance” by Ver’s forces 
was over. He told local commanders 
to defend their installations, if possi- 
ble by using light weapons and appealed 


to civilians to “get out of the line of 


fire.” 


Ver, at Marcos’ side, 





pleaded with him to allow him to un- 
leash his armour against the rebels. 
Marcos told him only to use light 
weapons, and a slight argument ensued, 
with Ver finally saying he would follow 
Marcos’ orders. 

At 9:50 a.m. in the middle of the 
broadcast, the government station went 
off the air as Ramos’ troops were in the 

rocess of securing the government's 
communications complex in Quezon 
City. Within 30 minutes, workers busily 
preparing a stage for Marcos' 25 Feb- 
ruary inauguration ceremony, hurriedly 
packed their tools and left the grounds 
of the palace. Armoured personnel car- 
riers( APCs) with anti-aircraft guns and 
some light tanks had. surrounded the 
Building and Marcos’ armoured 
elimousine was waiting behind a convoy 
of security vehicles at the doorway. 


At 10:50 a.m. a Huey helicopter ap- 


virtually 


peared, swept down over the palace 
grounds and fired a grenade. Three 
shots were returned from an anti-air- 
craft gun. 

At Villamor Air Base, the same 
helicopter that fired at the palace at- 
tacked five helicopters and one C-130 
transport aircraft destroying at least one 
helicopter. The government communi- 
cations complex was secured, and the 
city’s. skies were patrolled by two F5 
fighters and three F8 jets, all under 
Ramos control. Hundreds of thousands 
of people remained in the streets 
around the clock acting as human 
buffers against any possible counter at- 
tack. 

By mid-afternoon, Ver had de- 
ployed his own troops, though primarily 
to secure the remaining TV stations and 
to expand the security perimeter around 
the palace. 


25 February: By the following morn- 
ing, Ramos began receiving phone calls 
of support from commanders of troops 
loyal to Marcos, the most important 
being the elite 1st Scout Ranger Batta- 
lion in Manila and the Philippine Mili- 
tary Academy in Baguio. 

As in previous days, hundreds of 
thousands of people surged on to the 
streets and kept their vigil outside Camp 
Crame. The transmitter of the three re- 
maining Marcos-controlled TV stations 
came under siege, led by the newly de- 
fected Scout Rangers. During the battle 
for the transmitter, people surrounded 
pro-Marcos tanks trying to move into 
the area until the tanks were forced to 
turn back, and rebel forces took control 
of the antennae. 

Virtually all radio stations broadcast 
Aquino's makeshift inauguration held 
earlier at a sports and social club at 
10:45 a.m., while pro-Marcos broad- 
casts showing the lead-up to Marcos' 
noon inauguration were interrupted 
suddenly on all three channels, cutting 
communications from Malacanang. 

Marcos’ swearing-in took place in- 
side the palace halls, with his family and 
a few remaining supporters looking on. 
Neither Prime Minister Cesar Virata 


| nor Vice-President-elect Arturo Tolen- 


tino was present. 
But by then Marcos had already con- 


tacted Enrile, and negotiations were 


started to resolve his untenable situa- 
tion. US officials were also contacted. 
What transpired was not immediately 
clear, but sources say threats to bomb 
the palace by the pro-Ramos air force as 
well as-the announcement of the US rec- 
ognition -of the Aquino government 
were made. 

In any case, by that time about 100 
troops. from,the Bicol region in south- 
ern Luzon had landed at Manila Airport 
in a commercial airliner and secured the 
termin&l.witliput "firing a shot. At 9:05 
p.m. two helicopters carrying Marcos, 
Ver and their families left Malacanang 
for Clark Air Field. * i 
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How the rebels won the 
battle of the air waves 


By Jose Galang in Manila 


In the uncertainty that 
followed the launch- 
ing of the rebellion 
against Marcos on 22 
February, the take- 
P | over of the govern- 
| E OW ments TV-radio 
ESC broadcast facilities 
two days later proved to be the most 
vital initial strategic victory for the rebel 
forces. 

By controlling the Maharlika Broad- 
casting System (MBS), which houses a 
TV station, three radio stations and the 
government newsagency, the rebels 
were able to break Marcos' dominance 
of TV as well as build upon the opposi- 
tion's limited access to radio. 

Radio Veritas, the church-owned 
station which had been the rebellion's 
prime outlet for publicising its side of 
events, had its power cut from 50 mW to 
10 mW when unidentified gunmen de- 
stroyed its transmission station in Bula- 
can shortly before dawn on 23 Feb- 
ruary. 

For the Ramos-Enrile group it was 
essential to maintain a communications 
system so that it could position masses 
of civilian supporters between it and 
military units still loyal to Marcos to 


avoid potentially explosive confronta- 
tions around the city. 

However, Marcos immediately 
countered the MBS takeover by order- 
ing his Office of Media Affairs to use 
three associated channels controlled by 
Marcos family members and their 
“cronies.” 

While the station takeover inten- 
sified the propaganda war between both 
sides in the fluid political situation, con- 
flicting claims and rumours from Mar- 
cos and the Ramos-Enrile camp proved 
the old adage that there are always three 
sides to any issue — those for, those 
against and the truth. It remained dif- 
ficult to ascertain the last. 

The siege of MBS began about 7:45 
a.m. with an attack on the facility led by 
police Col Mariano Santiago, former 
head of the land transportation bureau, 
who aut the military to join the opposi- 
tion during the presidential campaign. 
Demonstrators at the time of the attack 
were convinced that Marcos had left the 
country — due to misinformed radio re- 
ports on 24 February — and that the 
Ramos-Enrile forces were about to take 
control. 

At about 8:30 a.m. Santiago told the 
MBS security chief, an air force colonel, 


that he might as well turn over the com- 
plex to the rebels “since Marcos was al- 
ready out.” The security chief refused. 

Santiago then instructed his escorts 
to plan to at least destroy the station’s 
transmitter to prevent broadcasts 
favourable to Marcos. Simultaneously, 
some 100 armed troops arrived in two 
trucks and immediately surrounded the 
main gates of the broadcast complex. 
The military men identified themselves 
as belonging to the Ramos-Enrile 
group, but the MBS security detail re- 
fused to yield. 

Within seconds a brief fire-fightevas 
under way. The five-minute exchange 
left three injured, ene critically. Negotia- 
tions followed, but it was apparent the 
MBS security detail was no longer will- 
ing to fight. As the rebel troops pre- 
pared to occupy the facilities, two trucks 
carrying about 50 marines sped into the 
area and immediately fired indiscrimi- 
nately. The occupying troops fired 
back, driving most of the marines av ~~ 

Within an hour of the takeo 
Radio Veritas was broadcasting from 
one of the MBS radio stations. Rebel- 
lion leaders took longer to restart the TV 
station because they had to find techni- 
cians who knew how to operate the 
equipment. But before 2 p.m. "New 
Channel 4" was on the air. 

Ironically, the assault on MBS was 
completed just as Marcos was holding a 
press conference at Malacanang Palace. 
TW and radio coverage of the confer- 
ence was interrupted just after Marcos 
announced a state of emergency. Oo 





CONTRASTS IN STYLE 


Q uoting a “people’s mandate,” Corazon Aquino took her 
oath as president of the Philippines on 25 February. Her 
murdered husband, Benigno Aquino, was clearly very much 
in her mind as she took part in an emotional ceremony which 
had no constitutional basis, but which was supported by the 
mood of the people. 

Shortly afterwards, a few miles away in Malacanang 
Palace, Ferdinand Marcos was being inaugurated as re- 
elected president in his own ceremony. Some 3,000 of his 
supporters — ominously chanting “martial law, martial law" 
— gathered among the tanks and troops in the palace 
grounds as Marcos said that permanent “people power" be- 
longed to him, and that Aquino's support was just a fad. The 
poor supported him, while the rich backed Aquino, he said. 
But conspicuous by his absence from the ceremony was vice- 
presidential running mate Arturo Tolentino. 

Probably to avoid embarrassment in the face of interna- 
tional criticism of the election, and his resolve to cling to 
power despite massive opposition and an open military re- 
volt, no foreign diplomats and féw, foreign press attended the 
ceremony. There. were- no foreign diplomats at Aquino's 
ceremony either, bécaáuse,of protocol considerations in rec- 
ognising an alternative government.. 

Symbolically, Aquino:4nd Salvador Laurel, her running- 
mate who was sworn in as vice-president, were flanked by 
Juan Ponce Enrile and jent Gan Fidel Ramos during the 
ceremony at Club Filipines a rts and social club 7 km from 
Malacanang Palace. Enrile and Ramos were helicoptered in 


frqm Camp Crame. 

n the event, under her *Executive Order No. 1," Aquino 
* 

20 . 





The two inaugurations: pledges to the people. 


appointed Enrile defence minister, the positiorehe had held 
for 14 years under the Marcos regime. She promoted Ramos 
to the rank of full general and appointed him chief of staff of 
the armed forces. The only other name she mentioned for her 
Feist was thaf of Laurel, who became prime minister- 
esignate. s: 

While *thousands of cheering Filipinos suited died Vio. 
club, opposition assemblyman Neptali Gonzales read a 
*people's resolution," signed by more than 150 opposition 
assemblymen, local-government officials and other leading 
pro-Aquino figures. 

After taKing her oath of office, administered by one of the 
few popular Supreme Court judges, Claudio Teenhankee, 
Aquino constantly referred to her murdered husband, 
*Ninoy," who had wanted to unite the people against the 
evils of Marcos, she said. Now this unity had been achieved 
by people power. — Rodney Tasker 
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ALFRED DUNHILL’S PHILOSOPHY: 
IT MUST BE USEFUL. IT MUST WORK DEPENDABLY. IT MUST BE BEAUTIFUL. 


IT MUST LAST. IT MUST BE THE BEST OBITS KIND. 


| DUNHILL PEN. ELEVEN CRAFTSMEN CAN. 





The Dunhill fountain pen. Fifty years ago, the first Dunhill pen was crafted to be the 
ultimate pen. Today those same standards apply. It takes no less than eleven craftsmen to produce 
the nib itself. Even the cap of the pen has been designed with a special housing 

device to protect and guide the nib into its correct position. 





. y gva "A. TUE 2 Tm 
+ i a "S r ni j el A UTE Eua OT ONS x ' Mer "m 
* bs ‘ ose ilh ^2 Eu T = à À EDSN E 


hi TFTA D a cw 


- E = - +i. 


Linen. A luxury fibre for ten thousand years. Processing linen is a long and painstaking business. 
Dunhill designers have used the inherent qualities of this luxurious natural fibre to produce a jacket, 
which for comfort, lightness and style, is second to none. Even the bottom button 
on each sleeve can be undone. A sign of traditional British tailoring. 


The world's finest leather. Tanhed in Germany and hand cut in Italy, it can take up to 
thirty different processes to produce a Dunhill case. Everything from the dyeing of the stitching to matching 


the grain of the hide is meticulously checked so the end result is one of perfection. 
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N electing the right network for a national tele- 
communications system is a difficult task. 


And many suppliers don't make it any easier. 


Their highly centralized systems are built for condi- 
tions that simply don't exist in most parts of the 
world. In other words, your network must be modi- 
fied to fit the system you buy. 


THE NOKIA TELECOMMUNICATIONS CONCEPT 


IS COMPLETELY DIFFERENT. 
Our digital telecommunications systems are based on 
decentralized exchanges that can operate indepen- 


dently. Modular design enables an entire national 
network to be tailored for actual subscriber needs. 
From very small rural communities to dense urban 
centers. 

What's more, our systems are highly compatible. 
so that you don't have to remove your existing equip- 
ment. 

Nokia networks are built for controlled growth. 
Start with the system you need today. and expand it 
as conditions change. The system grows to fit your 
needs—not vice versa. 





WHO IS NOKIA? | Our customers have specific problems that 
We're a Fortune 500 company and one of the leading demand specific solutions. Like the systems we've 
industrial groups in Scandinavia. Nokia employs designed over the past two decades in more than 35 
30,000 people world-wide and has an annual turn- countries, including Hong Kong, Singapore. Indonesia, 
over of USD 2,2 billion. Australia and the People's Republic of China. 

Our state-of-the-art expertise ranges from infor- So if telecommunications is one of your top 

mation systems and dedicated networks to public priorities, vive us a call. We've got the answer. 
and mobile telephone systems. 


We pioneered digital transmission in the late NI - KIA 


1960°s, and in 1982 we installed the first fully digital itta 
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LE RAFFINEMENT: 
THE STYLE AND ELEGANCE THAT IS MERIDIEN 


At over 45 Meridien hotels San Francisco, New Orleans? 
v. 





around the world you can Vancouver, Montreal. Rio, 
Guadeloupe, Bahia and 





experience what we proudly call 


Le Raffinement. ' Martinique. 

ASIA/PACIFIC: Hong Kong, EUROPE/MIDDLE EAST: Gisenyi, Kigali, Luanda, Dakar, 
Hong Kong/ Airport, Singapore, Paris, Lyon, Tours, Nice, Post Gentil, Mauritius, Reunion 
Changi /Singapore, Colombo, Athens, Milan, Porto, Lisbon, , and Khartoum. 

Tokyo, Seychelles/ Fisherman's Tunis, Lattakia, Abu Dhabi, You can also look forward to 
Cove and Seychelles/ Barbarons. Al Khobar/ Dhahran, Palmyra, experiencing Le Raffinement in 
THE AMERICAS/CANADA: Damascus, Cairo, Baghdad, Delhi, Taipei, Aleppo, Cairo 
New York, Boston, Houston Jeddah and Kuwait. Heliopolis, Yaounde and 

Los Angeles / Newport Beach, AFRICA: Brazzaville, Douala, * Seychelles/ Praslin. 


For reservations, contact your travel agent or phone: Hong Kong 3-669996, Singapore 433.9878. Australia 235-1174 (Sydney) 
008-221-307 (Inwatts), Tokyo 03-475-1511, Osaka 06-201-5161, Sri Lanka 544544, Bangkgk 236-9088, Manila 815-4946, Seoul 
755-8945, Jakarta 670-016, Taipei 752-0504, Kuala Lumpur 2-485-738. 
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Return of the native 


Benazir Bhutto set to revive confrontational politics 


By Husain Haqqani in Islamabad 


T Pakistan Government is prepar- 
ing for a confrontation with the 
extra-parliamentary opposition in view 
of the expected return from exile of the 
lgader of the Pakistan People's Party 
(PPP), Benazir Bhutto. Prime Minister 
Muhammad Khan Junejo is believed to 
have established contact with Bhutto 
through moderate leaders of her party 
in an attempt to arrange a compro- 
mise. 

The government has assured Bhutto 
freedom to engage in political ac- 
tivities provided the PPP  refrains 
*rom violent anti-government demon- 
trations. i 

Junejo and his cabinet colleagues are 
holding public meetings throughout the 
country to introduce their Pakistan 
Muslim League (PML), in anticipation 
of large rallies by the PPP on the return 
of its leader. The government has also 
allowed opposition parties to organise 
open meetings, partly to test their 
strength and partly to diminish their 
anger over suppression during eight 
years of martial law. ° 

“The opposition has many grie- 
vances against the martial-law period 
and we are letting them vent these grie- 
vances,” explained a member of 
Junejo's cabinet. “We represent a 
change from martial law and by letting 
the opposition operate freely we are 
making the difference obvious." PML 
leaders believe that in the absence of 


political restrictions, the opposition’s 


anti—martial law rhetoric will not be as 
affective as it would have been if it was 
till subject to official pressures. 
Deprived of political activity since 
1977, the public has responded favour- 
ably to both government and opposition 
rallies. PPP and its allies in the 11-party 
Movement for Restortion of Demo- 
cracy (MRD) have held large rallies in 
several cities while the PML’s well-or- 
ganised meetings have also drawn sub- 
stantial crowds. In every meeting he ad- 
dresses, Junejo repeats his theme of giv- 
ing democracy a chance and makes 


specific promises of social change and, 


economic reform. 

THe PML is distancing itself from the 
martial-law period but Junejo has now 
started being cautious about differences 
between President Zia-ul Haq and the 
elected government. Sources close to 
the prime minister say he realises that it 
would be counter-productive even to 
hint at differences within the govern- 
ment as it could encourage a militant 
posture from the opposition, leading to 
renewed military intervention in poli- 
tics. 


"once he a 





The government's strategy of mod- 
erating the opposition's stance through 
freedom of operation seems to be work- 
ing. The large crowds at MRD rallies 
have been tamer than initially expected, 
forcing several opposition leaders to 
soften their stance. *The mood of the 
public seems critical but not militant," 
remarked Mushahid Hussain Sayed, 
editor of Islamabad's daily Muslim and 
an opposition sympathiser. After the 
long spell of martial law, political work- 
ers seem reluctant to adopt a hard line 
which could lead to the erosion of their 
newly won liberties. 

The opposition's attitude and the 


government response to it could change 
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Bhutto and some close associates 
abroad seem to think that she should | 
tour the country immediately upon re- | 
turn and capitalise on sympathy for her | 
family before the memory of her late |. 
father fades. Important meetings of — 
the PPP leadership are currently | 
being held in London to decide policy, | 
and there have been indications that — 
she is prepared to consider all op- 
tions. 

Bhutto has two major problems to | 
face before deciding her course of ac- | 
tion. The first is increased factionalism | 
within the PPP on almost all levels ac- | 
companied by ideological feuds be- | 
tween former colleagues of her father. | 
The second is the prospect of failure in | 
view of high expectations among party 
supporters. i 

Recently, she expelled Mumtaz Ali | 
Bhutto — her father's cousin — from | 
the party, for advocating changes in | 
Pakistan's federal structure. Mumtaz 
supports a confederation of the coun- | 
try's four provinces which implies the | 

um  [ 
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with the return of Bhutto. Although 
Bhutto's father — the former prime 
minister — was executed in 1979 after 
being convicted by the Supreme Court 
on charges of conspiracy to murder, his 
supporters consider him a political mar- 
tyr and his daughter represents the mar- 


tyr's memory. 
ft aving spent most of the past eight 
years in detention or exile, Bhutto is 
now a symbol of defiance to the present 
ordar and her return could mark the re- 
newal of MRD militancy. Opinion 
within the PPP, however, is divided over 
what course it should adopt after 
Bhutto’s expected return sometime in 
March. 

Senior party leaders inside the coun- 
try believe they should concentrate 
on reorganising the PPP and reviv- 
ing contact with the public before 
launching another anti-government 
campaign. 















acknowledgment of provincial sover- 
eignty. 

He returned from exile last month | 
and is likely to split the PPP in Sindh, | 
the party’s stronghold. Liberal and | 
leftwing factions are also at loggerheads _ 
in the Punjab, where former governor - 
Ghulam Mustafa Khar leads a large | 
moderate faction. " 

Although none of the various groups 
challenges Bhutto's leadership, she has | 
the difficult task of uniting them before | 
confronting Zia or Junejo and his PML. - 
Furthermore, during the past few years - 
the PPP has projected itself as the | 
largest political force in Pakistan and | 
Bhutto has been portrayed as the most | 
popular national leader. Party sup- | 
porters now expect a Bhutto wave tq © 
sweep the country immediately after | 
she sets foot in the country and there | 
would be general disappointment if her | 
reception is not as tumultuous às ex- — 
pected. | 
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Divided we stand 


Khmer Rouge infighting threatens the anti-Hanoi coalition 


By John McBeth in Bangkok 


Ass are beginning to take a close 
look at apparent differences of 
opinion within the Khmer Rouge fol- 
lowing a recent incident — one of an in- 
creasing number in the Cambodian in- 
terior — between forces loyal to 
hardline chief of general staff Chhit 
Choeun, or Ta Mok as he is known, and 
guerillas of the non-communist 
Sihanoukist faction of the fragile anti- 
Vietnamese Democratic Kampuchea 
coalition. 

Although relations between Khmer 
Rouge troops and those belonging to 
Prince Norodom Sihanouk’s Armee 
Nationale Sihanoukiste (ANS) and Son 
Sann’s Khmer People’s National Liber- 


ation Front (KPNLF) — the other non- 


communist faction in the tripartite coal- 
ition — appear to depend largely on in- 
dividual Khmer Rouge commanders, 
Mok has been the most consistent offen- 
der in efforts to block non-communist 
penetration of hinterland areas. The 
ANS claims to have 4,000 guerillas 
operating in Cambodia, considerably 
more than the number fielded by the 
troubled KPNLF. 

Sihanouk has threatened to resign 
twice over Khmer Rouge harassment. 


The first occasion was in July 1984 when 
he sent a strongly worded telegram to 
titular Khmer Rouge leader Khieu Sam- 
phan, following an incident in which 
eight ANS fighters were killed and 
about 20 wounded near the Siem Reap 
district town of Kralanh. A year later, 
he made a similar threat after 38 
Sihanoukists had died at Khmer Rouge 
hands over the previous four months, 
saying then that if one more was killed 
he would make an “irrevocable and ir- 
reversible" decision to quit the coali- 
tion. 

Initial accounts of a clash in January 
suggest that about 12 Sihanoukist fight- 


ers were killed, including a battalion  s«osu«e raxeuces 


commander, during encounters near 
the western slopes of the Koulen moun- 
tain range — a Khmer Rouge staging 
area 25 miles north of the Siem Reap 
provincial capital. It is understood that 
about 20-30 soldiers who became sepa- 


rated during the fighting returned to the | #° 


Thai border, but Thai military sources 
say the remainder of the 250-man col- 
umn continued on into the interior. 
The ANS has been reluctant to dis- 
cuss the episode, but in what looked like 


a show of displeasure and an effort to XX 


Whos in charge here? 


The KPNLF's command structure nears collapse 


W orried about a loss of momentum 
in field operations of the badly 
splintered KPNLF, Thai authorities 
have reluctantly taken a hand in the for- 
mation of a 10-man provisional military 
committee which will direct guerilla ac- 
tions inside Vietnamese-occupied Cam- 
bodia until KPNLF president Son Sann 
and dissident military leaders Sak Sut- 
sakhan and Dien Del end their feud. 
But in a move on 19 February, which 
caught the Thais by surprise and widen- 
ed the internal KPNLF rift into a 
chasm, Son Sann said he had dismissed 
commander-in-chief Sak and chief of 
staff Dien Del from all command posi- 
tions. He also announced the formation 
of a “command committee," headed by 
veteran guerilla leader Prum Vit to take 
over the functions of Sak and Dien Del. 
In addition, Son Sann expelled rebelli- 


,ous former executive committee mem- 


bers Abdul Gaffar Peang Meth and 
Hing Kunthon from the seven-year-old 
resistance movement, one of two non- 
communist factions of the Democratic 
Kampuchea coalition. 


28 


Son Sann acknowledged, however, 
that Dien Del would continue as a 
member of the provisional military 
committee which, because of the cir- 


cushion the impact, Khieu Samphan 
and Son Sen — the Khmer Rouge's 
supreme military commander since 
mid-1985 — issued a statement over 
Khmer Rouge Radio on 13 February 
saying that the communist faction 
still supported Sihanouk as head of the 
coalition government and that it would 
continue to do so if and when the Viet- 
namese withdraw from Cambodia. The 
statement, drawn up the previous day 
after a meeting of military and political 
leaders, did not allude to the January in- 
cident or other skirmishes which age 
said to have occurred among the uneasy 
allies. B 


ok, probably the most radical of 

the Khmer Rouge leaders whose 
revolutionary career dates back to the 
late 1940s, appears to be a law unto 
himself. As Khmer Rouge deputy mili- 
tary commander he controls about 
10,000 battle-hardened guerillas — or ^ 
third of the standing insurgent army - 






cumstances of its formation and the di- Khmer Rouge soldier: splits in the camp. : 


rect links it has to the Thais, circum- 
vents the KPNLF's command structure 
and effectively directs KPNLF opera- 
tions inside Cambodia. Sources say he 
could not have touched the compo- 
sition of the committee even if he want- 
ed to. 

Prum Vit, who has remained neutral 
throughout the power struggle, is a 
former republican army colonel who 
went into the western Cambgpdian 
jungle with only a handful of men in 
1976, fighting first the Khmer Rouge re- 
gime and then Vietnamese occupation 
forces. He was the first man Dien Del 
approached when the one-time 2nd.Di- 
vision commander came to Thailand in 
1979 to consolidate disparate resistance* 
groups along the frontier under the 
KPNLF umbrella. The three officers 
under him on the command committee 
— Chea Chhut, who commands the 


KPNLF's Prey Chan camp; Keo Chuan, 
who heads the Nam Yuen camp, and 
Im Chudett — are all Son Sann sup 
porters. e "n 
Adding to the confusion is the fact 
that Prum Vit, Chea Chhut and Keo 
Chuan are also on the provisional mili- 
tary committee, which was quietly es- 
tablished without the knowledge of Son 
Sann or Sak on 28 January — two days 
after the two leaders met in the presence 
of a senior Thai army officer and said 
they would not budge from their respec- 
tive positions. The other provisional 
military committee members are de- 
signated: — secretary-general. Chum 
Chheang; Red Beret chief Pan Thay, 
who heads up the Bak Roneas camp, 
and base commanders Loang Sinak, or 
Ta Maing, of Sanglor Changan base, 
Thou Thip of the Ampil base and 
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and is responsible for operations over a 
broad sweep of northern Cambodia 
as around the shores of the Tonle 
ap. 

Vietnamese troops attacked and 
overran Mok’s main base area near the 
mouth of the Phra Palai pass on the 
Thai-Cambodian frontier in March 
1984, but he does not appear to have 
suffered any long-term effects from that 
setback. His forces, built around the 
612th, 616th, 820th, 980th and 912th 
prpades, have kept up hit-and-run at- 
tacks around Siem Reap and along 

ighway 6 as far as Kompong Thom 
and the northern, outskirts of Phnom 
Penh. Each brigade is estimated to be 
about 1,500-3,000 strong. 

" Thai sources indicate there is little 
regular contact among the leading 
Khmer Rouge figures. Some analysts 
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REVIEW MAP by Frank Tam 


Sopheak Rachana of the O-Bok base. 
` Apart from its military function, the 
provisional military committee has been 
given a mandate to try to solve the 
months-long rift, which has paralysed 
the KPNLF and led to concern from 
both the Thais and their Asean allies. 


deben have also developed in 
Prince Norodom Sihanouk's non- 
communist faction of the anti- Vietnam- 
ese coalition. Recently, Sihanouk's son 
and personal representative in Thailand, 
Prince Norodom Rannarith, replaced 
army commander-in-chief Gen. Teap 
Ben, who had been accused of corrup- 
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believe Mok may have become disaf- 
fected when Son Sen, 55, replaced 
Khmer Rouge chief Pol Pot as supreme 
military commander in August 1985, 
following a meeting which was be- 
lieved to have been the leadership's 
first get-together in two years. The 
move was widely regarded as cosmetic, 
and Mok was thought to have pre-emi- 
nence over Son Sen in the military 
hierarchy. 

"One would think there were prob- 
lems there," a Cambodian specialist 
said. "At one time, in the early 1980s, it 
seemed Mok was going to become a 
public figure but something must have 
happened to change that in 1984 or 
1985." Resistance sources say Mok has 
said that he will not cooperate with the 
non-communists and that he takes or- 
ders only from Pol Pot — an indication 
either that he has not ac- 
cepted Son Sen as his military 
superior or that while Pol Pot 
may be still calling the shots 
there are disagreements over 
how to deal with the two 
other factions. 

Informants close to the 
Khmer Rouge explained at 
the time of the purported 
leadership switch that the loss 
of a leg in a mine explosion in 
December 1983 had contri- 
buted to a reduction in Mok's 
authority. It is believed in 
some quarters that Mok may 
have been the target of an as- 
sassination. attempt, though 


and refusing to allow any 
meaningful cooperation with 
the Sihanoukists. On 17 De- 
cember — in what Son Sann 
now labels a coup d'etat — 
Sak, Dien Del, Gaffar, Hing 
Kunthon and several field 
commanders formed a Provi- 
sional Central Committee of 
Salvation and announced 
they had assumed power, 
sparking an open conflict that 
has remained on the boil ever since 
(REVIEW, 9 Jan.). 

In the latest exchange early this 
month, the rebels put forward a simple 
three-point proposal under which Son 
Sann would remain KPNLF president, 
but only in charge of political and dip- 
lomatic affairs, with Sak as commander- 
in-chief, in control of military affairs 
concurrently with civilian affairs in the 
field. They also sought the creation of 
an ad hoc committee to study and estab- 
lish a supreme organ of leadership of the 
KPNLFE “in accordance with democratic 
prifciples." 

Son Sann, however, rejected the 


tion, incompetence and failing to under- "proposal and instead insisted on up- 


stand how to wage guerilla war. 

The KPNLF dispute came to a head 
in August 1985 over allegations that Son 
Sann was meddling in military affairs 
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e| holding his delegation of military au- 


thority and placing civilian, political, 
diplomatic and financial affairs in the 
hands of the president and the front's 


usually reliable informants say he was 
either riding on or walking near a trac- 
tor clearing a jungle road when it deto- 
nated the mine, which sent a piece of 
metal tread into his leg. 

Son Sen's area of operation covers 
Cambodia's northeast and a broad 
swathe of territory on either side of the 
Mekong river as far south as Phnom 
Penh and beyond into the southwest. In 
recent weeks, however, his base site 
near where the borders of Thailand, 
Cambodia and Laos meet has come 
under pressure from elements of the 
Vietnamese 315th Division, brought in 
from Danang towards the end of last 
year. Thai and Western intelligence 
sources say there has been systematic 
shelling of Thai territory in the adjacent 
Ubon Ratchathani border district of 
Nam Yuen — the scene of frequent and 
prolonged Vietnamese ground incur- 
sions. 


hmer Rouge guerillas under the 

control of Khieu Samphan and leng 
Sary — another of the Khmer Rouge's 
top leaders — cover Oddar Meanchey, 
Battambang and Pursat provinces in 
western Cambodia. Further to the 
south, Pol Pot's Ist, 2nd, 3rd, 4th and 
5th brigades, forming the largest Khmer 
Rouge guerilla force, operate in Koh 
Kong province and through the Car- 
damom mountains into Kampong Speu, 
Kompong Chhnang and Kampot pro- 
vinces.  Non-communist resistance 
forces say they get the best cooperation 
from units under Khieu Samphan and 


executive committee. The breaking 
point came on 15 February when Sak 
and Dien Del — the front's two concur- 
rent vice-presidents — failed to show u 
for a meeting which the KPNLF presi- 
dent said was called to find a solution to 
the conflict. 

Such bickering has caused deep 
frustration among Thai authorities, par- 
ticularly over the way it has affected 
field operations and also the image of 
the Democratic Kampuchea coalition as 
a whole. Although both Sihanouk's 
Armee Nationale Sihanoukiste and 
the KPNLF claim to have substan- 
tial forces inside Cambodia, there are 
doubts about what “inside” means and 
just how far from the border they really 
are. Diplomatic sources say neither side 
has any more than 500 guerillas operat- 
ing a maximum distance of 40 km from 
the frontier. 

The result of this, in the KPNLF's 
case at least, is that the leadership is 
being bypassed, and money and 
weaponry from its allies are going di- 


rectly to field commanders for specific — 


missions which have been approved be-s 
forehand. KPNLF officials on both sides 
of the rift say they are unhappy with the 
arrangement, yet, in the absence of any 
settlement of their dispute, it *ooks 
likely to continue. e- John McBeth 
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.ouge fighters operating out of nearby 
nom Chat. 

KPNLF Prey Chan camp chief Chea 
ihut has had joint operations in the 
t with the Khmer Rouge 415th 
'ade in the area straddling Highway 
'tween Sisophon and the Cambodian 
der town of Poipet. And on the 
thern stretch of the frontier, the 
NLF's Sok Sann camp commander, 
rum Vit, is reported to have a similar 
lationship in the Pailin district area, 
r the Thai border, with the 175th 
gade — another of the five Khieu 
yamphan—Ieng Sary units. 

However, positioned as his 1,300- 
strong force is in a sea of Khmer Rouge, 
Prum Vit has experienced problems 





The viai conflict remains a 

& crucial security issue for Asean. This 
"writer has already argued elsewhere 
(REVIEW, 18 July '85) that Asean's po- 
icy is rooted in a number of assump- 
ions which have been challenged by the 
turn. of events and consequently there is 
-Need to find a more realistic 


amework for negondhan and settle- 


In the passages to follow, one possi- 
ble framework is proposed, not as an 
nda to be discussed at an Asean sum- 
, but as a reminder that there might 
way out of the present quagmire. 
> the final details should be worked 
y practitioners in possession of all 
ant facts, it is suggested here that 
a framework contains four inter- 
ited elements as follows: 

Fhe first has to do with objectives. 

here must be a recognition that the 
sent situation in Cambodia is highly 
gerous for Thailand and cannot be 
‘sed in the short and medium term 
pt possibly through a major war 
h the Asean states by no means 
upon bihemsclies that the presence 
vietnamese troops there is accepted 
the foreseeable future, and that con- 








san to pursue at this juncture is a re- 
on.of Vietnamese military pre- 
e first along the Thai-Cambodian 
border and then in Cambodia as a 
hole. 

This recognition ipso facto means an 
ceptance, over the short and medium 
^ of Hanoi's predominance in 


: ip | tamb 
orth of ranyaprathet, is said to have a 
ood working relationship with Khmer | 


am mbodia: i i nvesti ngin 
ace, with more realism 


L ently the only realistic objective for- 


m Penh, In this context, the exa is 





P erillas on the Pu 
ig province border area, | man c 
serves as a rough division of the com- | mostaccou r 
munist faction's zone of responsibility. | of the orig southwest zone broadly 
Generally, the non-communists liken | encompassing the provinces of Takeo, 


field contacts to a poker game. “It de- 
pends on whether we are a little more or 

a little less," a non-communist official 

said. "If they are much larger than we 

are in a particular area, then there can 

be problems." 

Still, Mok seems to be the chief 
troublemaker. Born in Tran Kak dis- 
trict, Takeo province, and educated at a 
Buddhist temple, he gained a reputa- 
tion for ruthlessness as far back as the 
late 1940s when he won out in a power 
struggle with local anti-colonial Issarak 
leaders. In 1963, perhaps in recognition 
of his gathering strength and the rela- 
tions he had developed with Communist 
Party of Kampuchea secretary-general 


Kampot, Kompong Chhnang, Kom- 
pong Speu and Koh Kong. 

With his son-in-law and current sec- 
ond-in-command; Khe Muth, holding 
sway over the Takeo area, Mok's influ- 
ence has spread. A virulent anti- Viet- 
namese, he was involved in clashes as 
early as 1971 with Vietnamese: and 
Cambodian communist troops in the 
neighbouring eastern zone, which in- 
cludes Prey Veng, Sway Rieng and parts 
of Kompong Cham and Kratie pro- 
vinces. The zone was the scene of an ill- 
fated anti-Pol Pot revolt in 1977-78, 
which precipitated Hanoi's invasion of 
the country. 

Although there are differences of 
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| ty to to provide 
forms including : ont keeping force. 
But broadly speaking, what could be 
attempted is that asa quid pro quo fo 
Asean's phased reduction of support to 
the Khmer Rouge (from p political de 
cognition, freezing of supplies of 
material and denial of sanctuaries to dis- 
arming where necessary and appro- 
| priate), Hanoi should be asked to disen- 
gage from: the Thai-Cambodian border 
p atei in peace negotiations. 
s one to the third element, - 
eace. Settlement of the 
nflict must be conceived . 
cess rather than merely | 
| an end-goal. Given the complexity of 
| the problem, no single round of negoti- 
ation is likely to succeed in breakir^ - 
down the walls of. prejudice, enmi 
and suspicion. What is. needed IS 
longer-term process of. dialogue as)'a 
means of building confidence in each 
other and exploring possible areas of co- . 
operation and settlement. This dialogue 
can be conducted simultaneously:at two 
levels: one between Asean and Vietnam 
and the other between. thegnón-com- 
munist Khmer resistance factions and 
| the Hanoi- backed group. E 














to persuade Vietnam to agree to a 
“power-sharing” arrangement whereby 
resistance coalition factions are repre- 
sented in the “national reconciliation” 
government, so as to keep alive the 
hope that over the longer run such a 
government would be able to increase 
its freedom of action vis-a-vis Vietnam. 
The second element concerns the 
‘ignition factor” for the process of | Car 
negotiation and settlement. It must be |i 
recognised that having the Khmer 
Rouge both as one of Asean’s quiver of 
arrows against the Vietnamese and as a 
part of the solution of the conflict itself, 
as seen in the various “national recon- 
ciliation” formulas proposed by Asean, 
is likely to be self-defeating. For Viet- | 
nam is unlikely to bend as long as the | 
Khmer Rouge remain a powerful politi- 













cal and military force. 

Coupled with this recognition is the 
need to be aware that, because of the 
use of Thai territory and facilities as a | 
supply conduit to the Khmer Rouge, 
Asean has some bargaining power vis-à- 
vis the latter and that indeed conces- 
sions concerning them are the only* 
significant short-term concessions 
Asean could offer Vietnam. Instituting 
the necessary steps, procedures and 
safeguards will be difficult and may en- 














uch a a process in the first place may 

lead to the institutionalisation: of 
mechanisms for conflict management 
and of a series of interim settlement 
measures, which would in themselves 
create a momentum for further ex- 
changes. This process could also lead to 
a widening of the agenda in the relations 
between Ásean and Vietnam and open 
up the possibility of cooperation in a 
number of fields, for example Mekong 
river es fisheries, energy. and 





M. R. Sukhumbhand Paribatra is 
the director of the Institute of Secu- 
rity and International Studies, 
oe University, Bang- 
‘ok. 






opinion among Cambodian scholars, 
one convincing argument suggests the 
alliance between Mok and Pol Pot was 
based more on the former's position as à 
powerful regional warlord than on 
ideological compatibility. However, 


they probably share;,a deep-seated 
hatred of the Vietnamese, and there 
may have been a meeting. of the minds 
over the extremism of peasant revolu- 
tion. In any event, givén the forces at 


Mok’s disposal, it is easy to see why the 
southwest became the cradle of Pol 
Pot's power and how it came to be as- 
seciated with the worst of the Khmer 
Rouge excesses in the years prior to the 
Vietnamese invasion. 


Ts and Kampot were the first 
provinces in Cambodia where the peo- 
ple were required to discard their multi- 
coloured sarongs for the familiar black 





Vietnamese troops in Phnom Penh: a high profile. 


1e long term. “Carrots” are unlikely to 
prove decisive, but when offered in jux- 
taposition to the concessions concern- 
ing the Khmer Rouge, may serve to 
strengthen the peace process through 
time. 

How this process unfolds will be de- 
termined to a considerable degree by 
the interests and policies of great pow- 
ers. Of crucial importance is the role of 
China which — as seen during the Inter- 
national Conference on Kampuchea 


(ICK) and the formulation of the “Pro- . 


ximity Talks" proposal — seems to have 
the power of veto. This brings one to the 
fourth element, the supportive forces 
for the process of negotiation and settle- 
ment. If Asean is to succeed, there must 
be a more active, independent and sus- 
tained involvement on the part of the 
US. 

Without doubt the US remains the 
most powerful actor currently involved, 
in Southeast Asia and the only country 
supportive of Asean which can be ex- 
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peasant garb which was to become both 
the uniform and the dreaded symbol of 
the Khmer Rouge. Mok's brutality was 
well known, not only in his days with the 
anti-colonial Issaraks but also in 1973 
when he ordered the rounding up and 
execution of hundreds of alleged dissi- 
dents across the southwest to tighten his 
hold on power. 

But the real portent of things to 
come was the March 1974 attack on the 
former royal capital of Oudong by com- 
bined forces under Mok and north-cen- 
tral zone commander Ke Pauk, cur- 
rently Son Sen's second-in-command, 
whose reputation matches that of his 
southwest counterpart. The town was 
evacuated and partly destroyed, appa- 
rently on Mok's orders, and the town's 
20,000 people were marched into the 
jungle where the Khmer Rouge set 
about weeding out and executing school 





pected to wield a degree of influence on 
both sides of the Indochina divide. 
Asean needs to persuade the US to per- 
suade China to accept two essential pre- 
mises. The first is that, though Peking's 
interventions serve its own short-term 
interests by keeping Vietham weak, the 
polarisation of the region, the growing 
Soviet-Vietnamese alliance and the 
intramural tensions within Asean, 
which such interventions help to 
bring about, are ultimately destabilising 


€ , Of particular significance 
will be the reactions of Thai 
military officers, some of 
whom may be persuaded that 


in face of such a *betrayal" of 
" Thailand's national security 
interests the only noble course 
of action they could take is a 
coup. 9 





teachers and government officials. 

Mok played a leading role in the 
intra-party purges which occurred after 
the Khmer Rouge's 1975 victory over 
Lon Nol's republican regime, and some 
scholars argue that by late 1978 he was 
de facto chief of the southwest, west and 
northern zones. Indeed, so self-con- 
suming did the revolution become that 
it is now widely believed that both Son 
Sen and Ke Pauk would have been vic- 
tims themselves if the Vietnamese had 
not invaded. 

"Mok is certainly one of the tough 
guys," a Washington-based analyst told 
the REVIEW. *He is very hard core and 
rules his own people in a ruthless man- 
ner." Another observer added: “He is 
the most radical, of them all and has 
clearly had a big hand in trying to pre- 
vent [the non-communist factions] from 
getting inside.” o 





and conterproductive to Chinese in- 
terests. 

The second premise is that, if China 
wishes to see stability in its peripheries, 
a regional settlement reached by the re- 
gional states and reflecting the balance 
of interests among them is the most ef- 
fective long-term guarantee of stability 
in Southeast Asia. Furthermore, the 
Asean states need to persuade the US to 
persuade Vietnam with both words and 
deeds that while at least for the foresee- 
able future its alliance with Moscow 
must remain the cornerstone of its de- 
fence, Hanoi’s longer-term interests lie 
in diversifying both its external relations 
and its security agenda, and that a 
monoemphatic reliance on the Soviet 
connection and the use of force are 
likely to transform Vietnam further into 
a poor, backward political and econo- 
mic dependency of the Soviet Union. 


[; this context, the US, along with 
Japan and other “key” Western coun- 
tries such as France, West Germany and 
Australia, should purposefully promote 
cross-linkages with Vietnam, both 
inter-governmental and private. They 
should also “unconditionally” offer li- 
mited economic and technical assist- 
ance, in order to diminish Hanor's isola- 
tion and whatever “paraiah” mentality 
it may be afflicted with. 

The difficulties in creating the re- 
quisite correlation of supportive forces 
will be enormous. Not only is China 
likely to be unbending, but the US may 
also prove to be a reluctant partner in 
Asean's scheme of things. As many ob- 
servers have pointed out, Washington's 
strategic. interests and policies in 
Southeast Asia are derivative of its 
global ones and, furthermore, are con- 
ceived with an ever-present awareness 
of the Vietnam War experience. There- 
fore, it may be unwilling to undertake 
more commitments in the region, espe- 
cially when those commitments may 
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E upset the strategically crucial relation- 
_ | ship with Peking. 


Indeed, the US reluctance to take an 
initiative may also stem from the belief, 
which is not unfounded, that the current 
stalemate serves its interests to a great 
degree. For without it having to commit 
too great resources and to change sub- 
stantively its policy of (very) selective 
activism in what in relative terms is a 
low-priority area, the US in all appear- 
ances is successfully containing the ex- 
pansion of Vietnamese and Soviet 
OWer. 

Nevertheless, to refuse to persuade 
the US and China to back its initiatives 
in the belief that such persuasion is 
bound to fail is ultimately to engage in a 
self-fulfilling prophecy, and to do so at 
this juncture may be a luxury which 
Asean cannot afford. 

Extrapolating from the foregoing ar- 
gument, one can distinguish five differ- 
| ent but overlapping phases in the pro- 
| cess of negotiation and settlement as 
follows: 


| CHINA 


7 By Louise do Rosario in Chengdu 
33 Wie Premier Zhao Ziyang was 





first party secretary of Sichuan in 
the late 1970s, the province was hailed 
. as the national model for agrarian re- 
form. Since then other areas have 
caught up, and the reference to Sichuan 
as a pacesetter has been dropped. 
However, the challenge facing Si- 
| chuan today remains as formidable as 
| ever: how to continue feeding and pro- 
| viding jobs for the growing 100 million- 


3 


—] plus population, whose expectations 
—] have greatly risen in recent years. In this 
] respect, Sichuan's experience may 
| again prove to be as invaluable to the 
| nation as its previous pioneer attempt in 
| 1976-79 to dismantle people's com- 
| munes and reinstate private farming 
| plots. 
a Sichuan, located in central China, is 
| today regarded as a moderate-growth 
— | area by economists when compared to 
*2 — faster-developing provinces such as 
| Jiangsu, Zhejiang and Guangdong — 
| all coastal provinces. In the Sixth Five- 
| Year Plan (1981-85), Sichuan's gross in- 
= | dustrial and agricultural output — which 
| is China's most quoted yardstick for 


In industry, it was ranked fifth in terms 
|. | ofgrots output. 
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» Negotiations between Asean, the US 
and China. 


» “Feelers” put out to Vietnam to as- 
certain as far as possible the extent of its 
interest in Asean's proposals. 


Phase Two 

» Phased reduction of Asean's support 
for the Khmer Rouge. 

» Vietnam's withdrawal from Thai- 
Cambodian border areas. 

» Insertion of an international peace- 
keeping force and inflow of internation- 
alassistance into *demilitarised" areas. 
» Beginning of Asean-Vietnam negoti- 
ations. 

» Beginning of US-Vietnam negotia- 
tions. 


Phase Three 

» Asean-Vietnam negotiations. 

» Parallel negotiations between the 
Cambodian coalition (excluding the 
Khmer Rouge) and the Hanoi-backed 
regime. 


| No more the leader 


—] Sichuan's national-model role declines as problems persist 


The province's standard of living, 
however, remains low. Sichuan's farm- 
ers rank the fifth poorest among their 
contemporaries in other provinces, with 
each earning an average of Rmb 287 
(US$89.50) in 1984, compared with 
a national per capita income of Rmb 
355. The province's urban residents are 
the ninth poorest nationwide, with its 
workers employed in state-owned en- 
terprises earning about Rmb 974 in 
1984, compared with the national aver- 
age of Rmb 1,034. A wide wage dispar- 
ity, however, exists between those in- 
habitating the province's fertile eastern 
basin and those living in the surround- 
ing mountains. 

Sichuan's achievements have been 
literally eaten up by its huge population. 
In grain production, for example, 
though the province is China's biggest 
rice bowl, a Sichuanese ranks about 
eighth or ninth in terms of the volume of 
grain he gets to eat, while the amount of 
money he can afford to spend on con- 
sumer goods is about 20% below the 
national average, official statistics 
show. 

Before Sichuan can further improve 
the livelihood of its people it will have to 
tackle several problems. Foremost 
among these is population growth: if 
Sichuan were a country, it would be 
considered the eighth most populous in 
the world. 

Throughout history, the province 
has attracted and supported a large 
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» Beginning of cross-linkages between 
non-communist countries and Vietnam, 
including limited economic and techni- 
cal assistance to Vietnam and Cam- 


bodia. 


Phase Four 

» Agreements. concerning a new con- 
stitution (and distribution of power) in 
Cambodia. 

» Setting up of a provisional govern- 
ment consisting of all factions except the 
Khmer Rouge, 

» Disarming of the Khmer Rouge by 
Vietnam and dispersal of Khmer Rouge 
dependants and families. 

» General elections n Cambodia under 
international supervision. 

» Continued Asean-Vietnam dialogue. 


Phase Five 

» Cambodia under a nationally elected 
government. 

» Phased withdrawal of Vietnamese 
troops from Cambodia. 

» US recognition of Vietnam and. Cam 


Zhao: transformed Sichuan. 





population because of its rich natural re- 
sources. In 1949-70 Sichuan grew by an 
annual average of 1.24 million people, 
despite an unusually large loss of 3.64 
million lives — mainly due to starvation 
— in 1960, the year immediately after 
the Great Leap Forward movement 
ended in failure because of the too- 
rapid collectivisation of agriculture and 
accompanying natural disasters. 


W ith the imposition of strict family 
planning measures, Sichuan’s po- 
pulation growth rate dropped to 0.35% 
in 1984, the lowest since 1971. But the 
banners and slogans prominently dis- 
played everywhere in the province — 
many more than appear elsewhere in 
China — are constant reminders that 
the battle is far from over. An official 
warns that Sichuan’s population must 
be kept under 120 million at the turn of 
the century or enormous pressure on 
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be followed 
aid. | 
» Continued Asean-Vietnam dialogue. 
The task of initiating, sustaining and 
completing this process is not without 
immense difficulties, even if there is US 
and Chinese collaboration. First of all, 
the pue may take several years to 
reach a satisfactory conclusion and the 
length of time alone demands patience 
and resilience which may be unrealistic 
to expect. Secondly, Asean's new policy 
may be considered an appeasement and 
may provoke domestic political reac- 
tions leading to a breakdown of the 
negotiations; of particular significance 
will be the reactiofts of Thai military of- 
ficers, some of whom may be persuaded 
that in the face of such a “betrayal” of 
Thailand's national security interests 
the only noble course of action they 
could take is a coup. 
Thirdly, the process can be irrevoca- 
bly reversed by an armed clash, which 
an take place anywhere on the Thai- 
‘ambodian border, in Cambodia's in- 





Chengdy street trader: surplus labour. 


employment, housing and other urban 
facilities will result. 

"The national target is to quadruple 
current economic output by 2000. Even 
if we were able to achieve that goal, our 
standard of living would be far below 
the ‘natmnal standard if population 
growth runs wild," he said. 

Feeding this huge population is no 
easy task. Zhao's four years (1976-79) in 
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Sichuan had transformed it from a, 


grain-importing province to a grain-ex- 
porting one. However, new problems 
have arisen with the new-found pros- 
perity here. Peasants are spending more 
time in the industrial sector and in pro- 
ducing lucrative cash crops such as to- 
bacco, hemp and peanuts. This is at the 


expense of time traditionally spent 
growing grains. $ 
Sichuan’s production of grain, 


mainly wheat and rice, dropped about 
595 last year, the first drop since 1978. 
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terior, or on the Sino-Vietnamese bor- 
der either by accident or by design; 
again of particular significance will be 
the reactions of the Thai military as well 
as those of the Khmer Rouge whose fu- 
ture will be directly and immediately 
threatened. 


his leads to the fourth difficulty: the 

existence of the numerically and 
militarily strong Khmer Rouge, with 
their own liberated zones in Cambodia’s 
interior, constitutes an immense obsta- 
cle which cannot be wished away on 
paper, and their elimination as a politi- 
cal and military force is not only a part 
of the solution but also a part of the 
problem which must be coped with. 
And lastly, Vietnam’s past track record 
does not suggest that it will prove an 
ideal negotiating partner: ambiguity, 
doubts and consequently distrust will al- 
ways remain concerning the real extent 
of its ambitions and its susceptability to 
political and economic incentives of- 
fered by others. 


Sideline production — outside of grain 
production, forestry and animal hus- 
bandry — meanwhile, grew from con- 
tributing 7% of all Sichuan’s farm pro- 
ducts in 1981 to 12% in 1984. In the past 
two years rural industries have also 
grown, by an average of 33% in terms of 
output value. Conservative Chinese 
policymakers are concerned that if the 
trend is not curbed, farms may be left 
half-abandoned soon. 

This situation is not unique to Si- 
chuan, but its case has great national sig- 
nificance because of its huge popula- 
tion. After all, if Sichuan can remain 
self-sufficient in staple foods, it means 
10% of China’s population is fed. 


o ensure that it can grew enough 

food to meet future demands, Si- 
chuan must use its limited arable land 
carefully. The province ranks 22nd 
among the country's 29 provinces and 
municipalities in terms of per capita ara- 
ble land. It is losing about 47,600 ha a 
year to non-agricultural activities, such 
as the construction of new buildings. By 
2000 the 0.07 ha an average Sichuanese 
peasant now occupies is forecast to be 
reduced by about 30%. 

Sichuan officials have taken mea- 
sures, such as the setting up of a special 
administrative office last year, to better 
control land use. To encourage grain 
production, they provide farmers with 
cheap fertilisers and subsidised loans. 
The province's challenge is to make full 
use of its 7 million ha of farmland for a 
balanced mix of agricultural activities, 
maintaining staple food production at a 
seM-sufficient level. 

Sichuan's next task is to provide jobs 
for its large pool of surplus labour, 
newly released from smaller, more effi- 
ciently run farms. Because of its huge 
population, the province has always had 
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Asean has correctly chosen diplo- 
macy as the main instrument for forging 
a secure and stable regional order in the 
future, but where Vietnam and the 
Cambodia conflict are concerned, its 
diplomacy is rooted in assumptions 
which have been challenged by the turn 
of events. The prevailing realities argue 
for change, and to insist that persever- 
ance with the present policy is the only 
potentially profitable course of action 
is no more than an exercise in self- 
delusion, an investment in folly and 
futility. 

The approach suggested in the fore- 


going paragraphs is not the only possi- | 


ble one and indeed may not work, but 
it is a step towards reducing the gap 
between what is and what should be 
done about it, a step towards creating 
some congruence between the harsh re- 
ality encountered on the ground and 
the high-attitude diplomacy conduct- 
ed in the cities of Bangkok, Jakarta, 
Kuala Lumpur, Washington and else- 
where. oa 


difficulty providing jobs for all. In the 
past few years, the number of un- 
employed, or those “waiting to be em- 


ployed,” fluctated between 500,000 and | 


1 million each year. 


Between 1986 and 1990 Sichuan will f 
have 3.28 million new young workers — 1 


the majority from the countryside — 
joining the labour force, official esti- 
mates indicate. This projection does not 
include an even larger number of idle 
labourers among the peasantry, who 
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now spend an average of two to three f 


months farming. In their spare time, - ^ 


they work in the 750,000 factories set up 
in rural areas in the past five years. 
Many also go to the cities each day to 
sell agricultural products or to work in 
roadside stalls as dressmakers, barbers 
or cooks. 

Chinese policymakers believe rural 
industries provide the ultimate solution 
in absorbing restless peasants in search 
of more income. This sector is expected 
to employ 100 million people, or 30% of 
China's rural labour force, by 1990. 

Sichuan now has about 3.5 million 
people, or less than 1% of its rural 
population, engaged in industry, ac- 
cording to official estimates. The pro- 


vince has been slow to develop this sec-  |- 
tor, which is now regarded as “a f 


strategic task" by officials here. In 1984, 
township industries accounted for about 
10% of Sichuan's total economic output 
— a moderate achievement by national 
standards. 


In tackling the problem of develop- | 
ing rural industries, Sichuan appears | 
content to be a follower rather than a ` 
leader. *We've conducted a lot of ex- } 


periments in the past few years. We arg 
happy to consolidate what we've 
achieved so far and to learn from the ex- 
periences of those who are now farther 
ahead," a Sichuan official said. ¢« D 
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"We hina intensifies its drive on crime in high places 
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By Mary Lee in Peking 
"he Chinese Communist Party's war 
|. A against corruption and other abuses 
of power in top party ranks — “tiger 
| catching" in local parlance — got off to a 
- sensational start in the Year of the 
- Tiger. On 19 February, two “cubs” — 
Í sons of senior party officials — were 
| executed in Shanghai for sex-related 
| crimes. The public parading of the two 
| and a co-defendant in a gymnasium be- 
| fore they were driven off to be shot was 
| shown on TV the following night. 
| The two cubs were Hu Xiaoyang, 30 
| — son of Hu Lijiao, 72, chairman of the 
| Shanghai people's congress and 
| member of the National People's Con- 
| gress, who retired at the party confer- 
ence last September — and Chen Xiao- 
= meng, 36, son of the late deputy chief of 
| Shanghais propaganda department, 
| Chen Qiwu, who died in 1984. 
. Press reports on the executions have 
not detailed the exact nature of their 
crimes, but they are said to have been 
| convicted of multiple rape and molest- 
ing. Also convicted at the same time 
. were three others who were sentenced 
to three to 20 years' jail. The offences 
occurred in seven provinces. 
.. The People’s Daily said that “the end 
of this group of criminals manifests the 
principle that all are equal before the 
law.” In an obvious warning to others, 
the party organ added: “There are a few 
{children of senior cadres] who consider 
themselves privileged and flout the law 
and discipline, committing crimes and 
outrages that make people boil over 
_ with anger. They think they have ‘a 
| strong backing' and are free from any 
questioning. In their view, even the law 
_ should bend before them.” 
— Hu apparently displayed such arro- 
gance when, despite being warned by a 
telephone call from *the principal cul- 
prit^ Chen, he flew back to Shanghai 
from Shenzhen University in 1984 “with 
his father, believing he had strong back- 
| ing," according to a report in China 
Youth News. The newspaper said he 
was finally arrested in an ambush out- 
side a Shanghai guest house. “In cus- 
tody, Hu confessed all the crimes of his 
fellow culprits and also his hooligan ac- 
tivities in Peking and Zhengzhou,” 
China Youth News said. 
— Hu's execution is not the first of a 
tiger cub, but is the first to be an- 
nounced publicly. The late marshal Zhu 
De's grandson, Zhu Guohua, was said 
to have been executed in Tianjin in Oc- 
tober 1983 for raping 30 women. The 
grandnephew of President Li Xiannian 
_ was also executed around the same time 
. in Xian for rape and murder. The party 
_ had launched a crackdown on serious 
| crime# in mid-1983. 


Western diplomats said that the 
China Youth News' reference to police 
"pondering how to arrest Hu" suggests 
that law enforcers were at first intimi- 
dated by his father's powerful position. 
Pointing to the chronology of the case, 
one diplomat said Hu and the other five 
were arrested in October 1984 but pro- 
secution was only instituted a year later, 
"after Hu Lijiao had retired from the 
central committee." The report also 
suggests that Hu received protection 
from someone: he was secretly tipped 
off and told not to return to Shanghai 
(not by Chen this time) "immediately 
after the police decided to arrest him," 

A six-day trial took place last 
November, but it was only on 1 Feb- 
ruary this year that sentence was passed 
by the Shanghai Intermediate Court. 
The defendants' appeals to a higher 
court were dismissed on 19 February. 
Diplomats say the execution of the 
Shanghai cubs is a clear signal that the 


Parading criminals: a warning to others. 





leadership is seriously tackling the prob- 
lem of abuse of power. However, the 
People's Daily's comment that the sins 
of the children should not be visited on 
the fathers suggests that the leadership 
is well aware of having opened a can of 
worms. 


Qs the People's Daily: *Remnants 
of the feudal practice of implicating 
one's relatives when one commits a 
crime may well survive within the com- 
munist party and influence public opin- 
ion . . . but if [the family members and 
parents] are not involved, no false 
charge should be imposed upon tkem. 
The children of senior cadres should not 
be looked upon differently because a 
few of them have brought disgrace to 
this group of people." Commented a 
diplomat: “This can only mean that 
there is resentment among the elite 
about tiger shooting, so the leadership 
has to keep a delicate balance of feelings 
within the party about its image and 
peer solidarity." 
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erely stating that "the six are workers 
cadres and sons of Shanghai's high- 
ranking officials." Asked about the 
background of the six, however, a 
spokesman of the Shanghai foreign af- 
fairs office confirmed to the REVIEW the 
parentage of Chen and Hu, adding: 
“The fathers of the remaining four cri- 
minals are of no importance so there are 
no details.” 

The only other publicised case in- 
volving sons of officials occurred last 
August in Heilongjiang province when 
the two fathers were sacked from their 
jobs and expelled f&om the party for 
protecting their sons' crimes of robbery 
and rape (REVIEW, 28 Aug. '85). 

In the current campaign to clean up 
the top ranks of the party, it is becoming 
clear why newly promoted reformers 
Qiao Shi and Wang Zhaoguo have been 
appointed to lead the drive (REVIEW, 30 
Jan.). They are not bogged down b” 
intra-party connections, a stumblin; 
block in fighting corruption. As a Peo- 
ple's Daily commentary on 3 February 
put it: ^At present, those who enforce 
party discipline and state laws are often 
softhearted and over-lenient. Why are 
they softhearted? 
Are they trying to 
spare somebody's 
feelings? Can they 
not afford to offend 
somebody? Are they 
bound hand and foot 
by a network of con- 
nections? Or are 
they themselves in- 
volved in some prob- 
lems?" 

Rumours are rife 
in Peking about 
more cubs and tigers 
to be paraded and 
perhaps executed. A 
senior Peking municipal party officia! 
told the REVIEW: *We have, caught 
some tigers but you'll have to wait to 
learn their names." 

Among the three big names men- 
tioned recently were Zhang Jun, who 
was replaced as astronautics minister 
last June, and Cheng Lianchang, vice- 
minister in the same ministry, both of 
whom were implicated in smuggling col- 
our TV sets in early February but were 
only given "disciplinary warnings. " 

Zhou Erfu, vice-president of the 
Chinese People’s Association for 


* Friendship with Foreign Countries, was 


stripped of his party membership after 
top leader Deng Xiaoping accused him 
at a politburo standing committee meet- 
ing of having “compromised national 
dignity and personal integrity” during a 
trip to Japan last year. Zhou reportedly 
visited the controversial Yasukuni 
Shrine in which Japanese war criminals 
ére buried and also watched porno- 
graphic videotapes at the hotel where 
he stayed. . Oo 


Wis you first handle a Patek Philippe, you 
become aware that this watch has the presence 
of an object of rare perfection. 

We know the feeling well. We experience it every time 
a Patek Philippe leaves the hands of our craftsmen. 
You can call it pride. For us it lasts a moment: for you, 
a lifetime. 

We made this watch for 
you - to be part of your 
life — simply because this 
is the way weve always 
made watches. 

And if we may draw a con- 
clusion from five genera- 
tions of experience, it will 
be this: choose once but 
choose well. 

A Patek Philippe — 
because it's for a lifetime. 
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You can start anywhere you like- the effect does not change. 

Similarly, if you are ever wondering just where to begin in the 
often puzzling world of information management, we say the 
same: Anywhere you like. 


WHERE DO YOU START LOOKING? 


With Philips there is no one package that you must start with, 
of hard and fast rules on how you should proceed. 

Just show us your problem and we'll show you solutions. 

You could, for instance, start off with a new telephone system 
Or a WOrd processor. 

Or immediately at a higher level with corporate network. 
The choice is entirely yours. 

And when you want to add another system on, you can. 
Even other makes if you wish. 

All this is possible because we have a new way of looking at 
things. 

A concept that breaks both the bounds of imagination and 
the barriers to communication - in all forms. Data, text, image and 
voice. Products to keep people in touch and informed. 





PHILIPS, A NEW DIMENSION IN VOICE, IMAGE, DATA AND TEXT. 
From the simplest telephone handsets, to worldwide telecommuni- 
cations, from personal computers to document handling and data 
processing systems. 

. It's all part of our total systems approach which we call 
Sophomation; an open concept which opens up a world of possi- 
bilities in information management. 

If you are wondering just how to begin, ya have already 
made a good start. . PETUNT 
You're looking in the right direction. igni total approach. 


PHILIPS, P.O. Box 32.1200 JD Hilversum. The Netherlands. Telephone Int. 31 35 89 91 11. Telex 437 12. 
Telecommunications Systems/Data Systems. 
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Professional and innovative 


Our objective continues to be to earn vour 
business through innovation and profession- 


Morgan Guaranty Trust Company, 23 Wall 
Street, New York, NY 10015 


The Morgan Bank 

















Only America's number 1 airline* across 
the Pacific gives you Regal Imperial Service. 
You'll enjoy bigger, wider seats (sleepers 
in First Class). Elegant hors d'oeurvres. 
French Champagne. Your favorite cocktail. 
And meals to make a master-chef blush 
with envy. All complimented by the 





finest imported wines and liqueurs. 

Plus, the best in music and first-run, 
movies all the way to the USA. 

Join the people who know. Call Nosthwest 
Orient or your travel agent for more 
information today. The more you know, 
the more you'll go Northwest Orient. 
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For reservations, call your travel agent or Northwest Orient: 
Auckland 794-977 Calera 431373 Guangzhou 61803 
Bangkok 251-8470 Cebu 92122 
Beijing 554175 Colombo 597138 Hong Kong 5-217477 
Bombay 211440 — Gfam 477-7811 Islamabad 812174 


Jakarta 326439 
Hiroshima (082)247-5741 Kaoshiung (07)272-5505 Lahore 872340 
Karachi 551215 

Kathmandu 212552 


Kuala Lumpur 2429633 Manila 521-1911 
Nagoya (052)562-0867 
Madras 044-87703 New Delhi 351605 


Makati 85-66-16 


Osaka (06)228-0747 Seoul 753-6106 
Penang 619487 
Rangoon 81638 
Okinawa (0988)58-2477 Saipan 7778 


Sydney 264-9715 
Taichung (04)220-6643 
Taipei (02)596-5951 
Tokyo (03)432- 6000 


Shanghai 377387 
Singapore 336-7666 
Sokung 778-0181 
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igton, the Soviet Em kenn puts 
|. outa propaganda maga »viet Life, 
to which Peter Colm in the US State De- 
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: SOVIET LIFE subscription, but as yet. 


we've had no response from you. - 


We can only believe that we must : 
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| god we please hear 
yours, mail? 


For the Editors of Soviet Life. 

As Peter Colm comments, he. was 
very. tempted to reply. He could, for 
example, have confirmed. that the 
Soviets had done something that upset 
him (the letter arrived shortly after a 
Soviet jet had shot the KAL 007 flight 


down over Sakhalin Island). As for any- | 


thing they could do to set things right, 
what about withdrawing from Afghanis- 
tan for a start? 

But correspondence with a computer 
can be frustrating — almost as frustrat- 
ing as writing to the Soviet Embassy. 
€ FROM an uncharacteristically chilly 
Monaco, Martin Ricketts writes to 
throw some light on why, when putting 

pthe Taiwan-manufactured Iglu-Tent, 
ie instructions for which appeared in 
this column (REVIEW, 13 Feb.), the 
pan cub-scout finds himself beating 
errings. 

Apparently my guess was right: they 
are tent pegs. Ricketts writes that the 
German “hering” is used to denote both 
the fish and the vaguely fish-shaped ob- 
ject whicl* holds the canvas down. In 
fact he comments that the grammar and 


syntax of the Taiwan instructions sound | 


like a direct translation from an original 
German text. 
The tent in question was described as 
*ground rot-tight” which reminded a 
reader in Washington, Blanche 
Schleier, of a recent train journey she 


took in the Soviet Union, when she was. 


served a cup of steaming tea and a pack- 


age of Rot-Front wafers, which sounded - 


infinitely more threatening. 


e THE tent may have been baffling | 


enough, but Jorgen Holm recently pur- 
chased another Taiwan product, a 





battery-driven) pieces of apparatus de- 


| » After revolving for a 






his, one must assume, . 


etu: il-motion (albeit i hsiungi in the south of Taiwan where he 


signed to amuse children or ease the 
tension of overworked executives — 


and which works quite well despite the 


following: - 


INSTRUCTION 


» This item "Space Ball" is knock- 
down style, please read before apply 
and patronize 

» Please inseart the rotating part into 
the U shape holder. 

» After set, please check to prevent 
from exceptionally tightness. If not too 
tight, it is more easy to roll. 

» After assemble, please put it in the 


. plastic frame, and push it more power- 


fully at first time. 


» Pleasemust keep clean for U shaper 
holder. If necessary, please add some 


oil to increase the rolling ability. 


» Power will be held if the movement of 


the main partis stopped. Please take off 
the battery while not in applying. 


» Please do not place to near the T.V. 
or motor as magnetism will influence 


the movement and exhaust the power, 
even if the turning of main part is stop- 
ped. ..— 

» Setthe plastic frame in the groove of 
the base, please inseart 
it completely. and firmly 
as the picture showing. 


period of time, the balls 
"B" and "C" will not re- 
volve any more by "qual- 
itative principle” To 
touch by hand is neces- 
sary for the two balls to 
turn around again. 

» All the balls are com- 
posed by two parts. If the 
bal are separated by 
a fall, you can press 
one part on the other, 
then the ball will be combined again. 


€ ANOTHER toy, recently purchased 
by the REVIEW's Taipei correspondent, 
Carl Goldstein, is designed for toddlers 
to pull along, which makes the plastic 
bird bob up and down. And what did 
they call it? 








€ IT helps, of course, if one is blessed 
with a dirty mind — although that was 
| hardly necessary for a senior business 
executive who recently visited Kao- 


d at the - Hotel Kingdom | 
room he id the management 
kindly presented him with a basket. 
fruit, with: the attached card: 


DEAR GUEST. 
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e MEANWHILE, to th 
Australian media. reflec 
Under in all its shocking hui 

brief item in the LK 
Herald read: . 





Non-specific urge 

A man who admitted to having © 
sex with a goat was put on a good 
behaviour bond in the Melbourne | 
county court yesterday. A psychi- 4 — 
atric report on Stephen John: | 
Williams said the act was the 
expression of a non-specific sex- 
ual drive caused by drunkenness. 





























AS lan Black. who spotted the cut 
ting, commented: “I bet that the poo 
goat thought the sexual drive was speci- 
fic enough . | 
e FINALLY, something from our ow 
pages last year (REVIEW, 4 July) — 
superbly colourful ad run by the Na- 
tional Australia Bank featuring two. 
yachts. with billowing spinnakers. 

If one looks very closely at t 
nearest yacht, one can see that its nar 
is “Ragamuffin,” which belonged : 
well-known, well-married Sydney prop 
erty dealer. If one looks even mc 
closely, the chap leaning over the ste 
rail can only be doing one thing: — 
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| . By Emily Lau in Hongkong 
ie T5 Royal Hong Kong Jockey Club, 
| MW which is sometimes regarded as 
| more powerful than the Hongkong 
| Government, and is studded with estab- 
| lishment figures, has become involved 
| in the biggest racing scandal ever to hit 
| the territory and possibly one of the 
| biggest in racing worldwide. 
| Following the arrests of 22 people 
| connected with racing by the Indepen- 
| dent Commission Against Corruption 
| (ICAC) on 20 February, the club dis- 
| missed a senior stipendiary steward and 
| suspended a leading trainer and nine 
| _ jockeys until the end of the present rac- 
| ing season. The 22 were detained and 
| . questioned and later released on bail of 
| between HK$50,000 (US$6,500) and 
| HK$1 million. Another 100 people, in- 
| cluding past and present Legislative 
- | Councillors, were also interviewed by 
| | the ICAC. 
n The 22 people were required by the 
- | ICAC to provide detailed accounts of 
.| their assets and overall wealth within a 
.| month. Because of this lengthy process, 
| an ICAC spokesman said charges are not 
* | expected to be preferred before one or two 
| months. According to some newspaper 
| reports, overseas assets of some jockeys 
| involved could run into HK$1 billion. 
der 
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| ongkong's community of about 
= | E 84,000 Indians are threatening to 
| leave the territory before 1997 when 
A China resumes sovereignty if they fail to 
| se full British citizenship. They have 
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.. Overseas (BNO) passports, a replace- 


| paper. 


resident of the Council of Hong Kong 
ndian Associations, K. Sital, said the 
situation of the Indians and about 6,000 
other ethnic minorities is a very strong 
case of Britain's *moral and legal obli- 
gations towards its nationals . . . Any 
| other solution will be considered by 
E people of Hongkong as a serious 
|  &bdication of Britain's responsibili- 
| eties." 

yy Another Indian leader was almost 
EG ti wie with desperation: “If the 
. | Hongkong Government and Umelco 
— | [Unofficial —  non-civil servant 
eI members of tae Executive and Legisla- 
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The Jockey Club is rocked by a major scandal 


Those suspended until the end of the 
season include trainer Derek T. C. 
Cheng, Australian jockeys David Bros- 
nan, Rod Staples, Pat Trotter, English 
jockey Bruce Raymond, and local joc- 
keys Y. P. Chan, K. H. Hung, M. C. 
Tam, Y. S. Wong and Y. C. Fung. The 
Hongkong champion jockey, Austra- 
lian Gary Moore, and Briton Greg Hall 
were suspended until 6 March. English 
trainer Derek Kent, suspended on 20 
February, had his licence reinstated. 
Australian-born senior stipendiary ste- 
ward Brian Sullivan, among those sus- 
pended, was dismissed by the club on 24 
February. 

The stewards of the Jockey Club said 
the decision to suspend the licences was 
taken “to maintain the confidence of the 
public in the conduct of racing.” They 
said the Jockey Club has been workin 
“in close collaboration with the ICA 
to investigate a number of suspected 
racing malpractices” for more than six 
months. As a result, a number of joc- 
keys, trainers, owners, one club em- 
ployee and some other individuals 
not directly involved with the club 
were still helping the ICAC with in- 
quiries. 

Jockey Club chairman Michael 


A question of honour 


1l - Indian community accuse Britain of betrayal over passports 


tive Councils] cannot secure this con- 
cession for us, they would prove to 
the whole world they are nothing but 
lame ducks, totally ineffective. I have 
more or less completely given up hope, 
but I cannot denounce them publicly 
because I have my business to consider. 
I have to be around for a few more years 
yet." 

But a young Indian professional said 
the subject of nationality was 
not a burning issue with some 
Indians, because they had the 
option to get out of Hong- 
kong if things go wrong. “We 
have been apathetic for so 
long that it is now difficult to 
arouse our political con- 
sciousness,” he said. Unlike 
Indians in Britain who are 
much more politically moti- 
vated, he said, he did not ex- 
pect Hongkong Indians to 
take to the streets to press 
home their demands. “Dem- 
onstrations and rallies are 
for watchmen and security . 
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Sital: ‘obligations.’ 
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Sandberg, who is also the outgoing 


chairman of the Hongkong and Shang- 
hai Banking Corp., said: “What had 
happened.was rather like a cancer. It 
sometimes needs surgery and surgery 
can be traumatic." He said the stewards 
were determined to keep racing in 
Hongkong clean *even if some get hurt 
in the process." He said there was no 
reason to believe that any more jockeys 
or trainers were involved. The scandal 
did not dampen the gamblers’ en- 
thusiasm, with more than 50,000 people 
flocking to the Shatin racecourse on 23 
February, and with betting turnover of 
around HK$4 milliow on each race dur- 
ing the meeting. 

It is understood the Jockey Club call- 
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ICAC officers with suspect: probe continues. 





guards. I don’t expect businessmen and 
professionals to do that sort of thing,” 
he said. 

On 17 February the Council of Hong 
Kong Indian Associations wrote to Bri- 
tish Home Secretary Douglas Hurd ask- - 
ing him to grant British nationality an 
right of abode in Britain to all non- 
Chinese BDTCs in Hongkong. 

Under the Sino-British joint declara- 
tion on the future of Hongkong, all 
Hongkong Chinese “compatriots” are 
regarded as Chinese nationals. There 
are no provisions for non-Chinese 
ethnic minorities automatically to ac- 
quire Chinese nationality 
after 1997, though China 
will allow them to continue 
to live in the Hongkong 
Special Administrative Re- 
gion. - 

For its part, Britain has 
proposed to replace the cur- 
rent Hongkong BDTC pass- 
ports, which will cease to 
exist in 1997, with a BNO 
status which does:not confer 
the right of abode in Britain. 
The status is not transmissi- 
ble by descent. The Indians 
claim this has- literally de- 
| prived them of their effective 
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; and their allies in the 













ras |. At the centre of the current scandal 
lof | is said to be a “Mr Fixit,” a powerful | 
trated the Jockey member of a reputed former. Shanghai | 
like holes in a Swiss | syndicate which has been part of the 
Hon ngkong racing legend for decades. - 

e scandal brings into question the 
ommentators and members | power structure and accountability of 
le public were not particularly | the Jockey Club. Far from being a nor- | 
ed by the revelations. Many have | mal race club, the Jockey Club has 
med that corruption and fraud have | evolved into a major public institution 
ays existed in horse racing. This begs | and a huge business. During the racing - 
the question why the alleged malpractice | season of 1984-85, a total of HK$19.7 
was not looked into much earlier. In | billion was wagered. Its. after-tax 

April 198] the REVIEW warned that | surplus for the year ending. June 1985 |- 
despite the Jockey Club's best efforts, the | was. HK$891- million, an increase of 
racing system could still be abused by | 33% over the peu year. 
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| Bar Fang ‘and S dne 
| FER Legislative Ci 
waine QC.. Ps ask, 
The chief executive of: ne Jock 
is Sir John Archer, a former co 
of British forces here. Aided by asiza 
and well-paid. administrative staff, t 
stewards have total control over all affai 
of the Jockey Club. The stewards are 
barely, and rarely, accountable to- the 
club’s 200 voting members — the only 
ones eligible to attend annual general 
meetings — let alone to their more tha 
11,840 regular members and to the publi 
at large. 
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citizenship. "In 1997 we will have pass- | tain responsible," it said in an editorial. | of China] on this point," wrote Sita 
ports that will allow us to live nowhere Sital also refuted the claim by Wad- The council also expressed regret a 
in the world," said Sital. i dington about the so-called “knock-on | the British Governments failure t 
In the letter to Hurd, Sital refuted | effect" if the Indians’ demands were | refer to the Legislative Counc 
arguments by the British Government | granted. Citing speeches by several | (Legco) full backing for their demands 
^"ainst granting the Indians’ requests legislative councillors, he asserted | in a Conservative Party briefing pa r 
ade during a House of Commons de- | granting British nationality to the ethnic prepared for the parliamentary debate: 
"vate on 16 January. Minister for Home | minorities would not cause resentment | in January. In private, the Indians wer 
Affairs David Waddington told the | among the Chinese BDTCs; nor would | much more vitriolic about what the 
House that to acquiesce in the In- | it invite like claims from other aspirants | saw as Britain's betrayal. "The Britis 
dians' demands would suggest to China | to British citizenship. — Government is MD Sa block ou 
a lack of confidence in the joint dec- by providing Tory MPs with gro: 
laration. Q: the British Government's claim | torted information. In su: gesting tl 
The letter quoted Chinese officials | that Hongkong Indians could apply | any concession to us would mean op 
in Hongkqng saying it was up to Britain | for Chinese citizenship after 1997, the | ing the floodgate to claims. by. 
to provide effective citizenship for the | council said "the grant of such citizen- | Chinese BDTCs in Hongkong is co 
ethnic minorities. ship will be a matter of discretion, not | pletely ludicrous,” said one Ind 
An official at the Xinhua news- | obligation," and that there was no indi- | leader. 
agency, Hongkong branch, Peking's |,cation London had obtained any under- The order in council dealing Ww 
representative here, said the problem "taking from Peking that such discretion | the BNO is expected to be laid bef 
with thé Indians and other minorities is | would be exercised in favour of the In- | parliament before Easter. Since it c: 
one left behind by history and it is | dian minorities. not be amended, the Indians are co 
up to Britain to resolve it. He said The letter also referred to the fail- | cerned that the proposals in their p 
Peking will allow the minorities to | ure by minister with responsibility for | sent form should be altered before the 
apply for Chinese nationality when | Hongkong, Timothy Renton, to give a | In the final analysis, it boils dow 
the time comes, but right now it is not | specific answer during his last visit | question of honour for the British € i 
their top priority. A local English-lan- | to Hongkong in January on whether | ernment, said „council membe 
guage newspaper, the South China | ethnic minorities would be able to | Lachman Narain. If Britain wants t 
. Morning Post, said the Indian commu- apply (successfully) for Chinese cítizen- | maintain Hongkong as a viable entit 
; nity generates 12% of Hongkong’s ex- | ship after 1997. “The inescapable infer- | for the next 10 years and to preserye i 
5 de. "Should that be disrupted | ence is that he obtained no satisfac- | own integrity, it must not aie o rre 
hina could well hold Md tion from the PRC [People’s Republic | quest,” he said. 
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Chun; Kim Dae Jung; Kim Young Sam: no breakthrough. 
SOUTH KOREA 


PHOTOS: AP 





The president's lunch 


Chun makes conciliatory moves but gives little away 


By Shim Jae Hoon in Seoul 


Man a conciliatory gesture to- 
wards the opposition without offer- 
ing substantial political concession 
seemed to be the aim of President Chun 
Doo Hwan's abrupt meeting with lead- 
ers of the country’s three major political 
parties on 24 February. While the lunch- 
eon, lasting for two hours and 50 mi- 
nutes, certainly surprised the country in 
general, it clearly fell short of impress- 
ing the opposition New Korea Demo- 
cratic Party (NKDP) to which it was 
mainly designed to appeal. 

Apparently backtracking from two 
weeks of harsh crackdowns on all 
NKDP efforts to push through a cam- 
paign to collect up to 10 million signa- 
tures on a petition to revise the con- 
stitution and return to direct presiden- 
tial elections, the national police were 
removed from the headquarters of the 
NKDP and dissident leader Kim Dae 
Jung was freed from house arrest. As a 
result, the party held its first meeting of 
its central executive committee on the 
same day, collecting some 200 addi- 
tional signatures for its petition. 

By declaring that the constitutional 
issue could be freely debated and if 
necessary, amended in 1989, a year 
after his scheduled retirement from of- 
fice — indeed he even went as far as to 
declare that the as-yet-unnamed next 
president would “vouch” for a constitu- 
tional amendment — Chun also held 
out hopes that the issue could be peace- 
fully resolved, “if the people wanted.” 

During the lunch for NKDP presi- 
dent Lee Min Woo, chairman Roh Tae 
Woo of the ruling Democratic Justice 
Party (DJP) and Lee Man Sup, the head 
of thy Korea National Party (KNP), 
Chun said hg did not mind an ad hoc 
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committee being established inside the 
national assembly to discuss the revi- 
sion. In fact, he said, he would set up a 
government commission of experts, di- 
rectly responsible to him, to study what 
form of government was best suited for 
South Korea. 

But his apparent flexibility fell short 
of meeting opposition demands on his 
insistence on having the constitution re- 
written only in 1989, and not before the 
next presidential election due in 1988. 
His rationale for this was that the coun- 
try could not afford to have a divisive 
issue splitting it in the midst of prepara- 
tions for major international events 
such as the Asian Games this year and 
Olympic Games due in the summer of 
1988. The opposition position is that 
anything short of direct elections in 
1988, rather than the present indirect 
system under which the people have lit- 
tle say, is unacceptable. 


n the form of a new government un- 
der a new basic charter, Chun was 
flexible enough, suggesting a variety of 
styles — a presidential system; a cabinet 
system; or a new constitution perhaps 
reflecting the strengths from both sys- 


tems. The ultimate decision as to which * 


should be adopted would be left to a na- 
tional referendum, he suggested. 

While some of these proposals were 
certainly new — especially Chun's 
agreement to deal with the matter inside 
the assembly — the idea of shelving the 
actual revision until 1989 did little to im- 
press the NKDP, which demanded a de- 
tailed timetable for democratisation 
within the next few months. “We will 
push through the signature campaign 
while accepting the offer to discuss the 


subject inside the assembly,” said party 
resident Lee. 

“What happens in 1989, after his re- 
tirement, is not a subject for [Chun] to 
decide,” said Kim Dae Jung and fellow 
opposition leader Kim Young Sam in a 
statement. According to Kim Dae Jung, 
Chun’s latest move represented a 
“change in tactics, but not in his stra- 
tegy.” As far as the president’s long- 
term intention was concerned, he clear- 
ly wished to keep the constitution be- 
yond the end of his current term, Kim 
said. 

But it is clear the two Kims are now 
convinced that time is on their side, 
especially with the dramatic develop- 
ments in the Philippines expected to in- 
fluence radical students here when uni- 
versities reopen for a new semester next 
month. “The immediate reason for 
[Chun's] hasty move is undoubtedly re- 
lated to the events in the Philippines," 
Kim Dae Jung told the REVIEW. 

On 26 February, Kim Young Sam is 
sued a statement, praising the victory o. 
Mrs Corazon Aquino and the people 
of the Philippines “who resisted dic- 
tatorship." Kim added: “We congratu- 
late the Philippines for having achieved 
a peaceful transfer of power. The recent 
situation in the Philippines provides us 
with an instructive lesson that dictato- 
rial regimes always fall. The road to 
democracy is now an irreversible trend 
in thg world." 

Any exacerbation of domestic politi- 
cal turbulence at this time could also 
embarrass the president, who is plan- 
ning an overseas trip shortly. 

With the government releasing Kim 
Dae Jung from house arrest, and Chun 
agreeing to discuss the constitutional re- 
vision inside the assembly, attention is 
now focused on whether the authorities 
will allow the signature campaign on the 
street to continue. The chances are it 
will not. While Lee insisted that Chun . 
is ready to tolerate "indoor rallies," Ju: 
tice Minister Kim Sung Ky has vowed t. 
stop “all illegal activities" related to the 
signature drive. 

In short, the lunch has hardly pro- 
vided a breakthrough in solving the 
country's long-term political problems. 
While Chun is apparently determined to 
retain a critical say in installing his suc- 
cessor as the next presidenf the two 
Kims, who hope to compete in the next 
election, are equally resolved to make it 
a free, direct vote. The last such election 
was held in 1971, in which Kim Dae 
Jung nearly beat the late president Park 
Chung Hee. 

For the moment, NKDP's strategy as 
well as that of the two Kims is to push 
ahead with the street campaign, at the 
risk of inviting more repression. “We 
are not frightened by this . . . the more 
the government represses us, the better 
for our cause," commented Kim Young 
Sam. "There's a limit to the amount of 
violence the Chun government can 
bring to bear on us," he added. u 
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EMI CR ove AGENT TO USE TIPPEERICHARDSON 


Whether you're shipping products or relocating an office or home to Canada, you 

. can depend on your local moving agent for overseas transport. But once your E 
valuable shipment arrives at the Canadian border, your agent will need a moverto — | - 

. speed it safely to its final destination. E 


That's why your agent should consign your shipment to Tippet-Richardson — 
Canada’s largest moving company. 

.. With almost 60 years of experience in keeping Canada moving, Tippet-Richardson 
provides the friendly, reliable service you deserve, as well as: 
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Scott Naylor 
Vancouver 


Ronald A. Waddling 
Director Int'l Business 








Gary Shillingto 
Edmonton aay odit e Experienced moving professionals who know how to expedite shipments at 





Beverley McGill —— 


customs problem free. 


* Convenient scheduling and prompt deliveries to move your goods over 
Canadas vast distances rapidly. 


| * Offices across Canada and the U.S.A. to provide follow-up services for you or 
your agent. 


* Competitive prices to keep your overall costs as low as possible. 





Bud Ramseyer 
Hamilton 





Gail Lovering 
Ottawa 


When you make your move to Canada, be sure that Canada's moving professionals 
are on your team. Ask you agent to consign your shipment to Tippet-Richardson 
— Canada’s friendly moving professionals. 


Have your agent Contact Tippet-Richardson. Call Ronald Waddling, 
Director International Business, at (416) 292-9416 Telex 06-963799 





p | 
Bryan Dougherty Aloysius Lui 


Toronto Toronto 
TIPPET-RICHARDSON LIMITED 
| OVERSEAS DIVISION 
| Member of LACMA, BAR, FIDI, IATA 
in: > i * Ki * London * North Bay * Ott 
MEET SOME OF OUR TEAM MEMBERS I uccisi oh ha Turton eei see M eie ae oan 





DID YOUR COMPANY 
MAKE THE ‘REVIEW 600” 


One of the best ways to measure the dynamic quality 
of a publication is to examine the quantity and qual- 
ity of the advertising pages it carries. Last year, when 


THE COOPERATIVE — | 
MANAGEMENT CONSULTANCY - 
PROGRAMME (CMCP) 







promote their message representing every major 
category of industry including banking & finance, 
travel, high technology, construction & engineering, 
liquor, office equipment, luxury products and many, 
many more. 


As thé world's premier publication on Asian affairs, 
the Review delivers top decision makers in business, 
industry, government and the professions more cost 
effectively than any other publication in Asia. 


To.reach the elite, join the elite by advertising i in the 
Far Eastern Economic Review and join thé Review 


600. 


For a composite of every advertisement carried 
write, on your company letterhead, to: 


Ms. Elaine Goodwin | 
General Sales Manager _ 

Far Eastern Economic Reviey Ltd. 
GPO Box 160 

Hong Kong 
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many scere struggling o sets wb ad- MANAGEMENT CONSULTANCY TRAINING 

vertising volume, the Keview carried more advertis- 

ing than at any time in its 39-year history. FOR COOPERATIVES IN THE 

More than 600 companies from every corner of the DEVELOPING WORLD | 

globe selected the Far Eastern Economic Review to DELFT: October 13—December 11. 1986 |. 
; $ | 








PROGRAMME OUTLINE: 


e Exposure to Cooperative Thinking 
and Modes 


e introduction to the General and 
Functional Areas of Management 
within Cooperative Units 


e Training in Methods of Cooperative t 
Productivity Improvement through pi 
Consultancy 3.5 WEEKS 

The programme includes an exposure to cooperative 


organisations and a period of practice within the 
Netherlands cooperatives 





1.5 WEEKS | 







4 WEEKS | 









For further information please write to: 


LJ The Programme Manager CMCP 
P.O. Box 143-2600 AC DELFT i 
THE NETHERLANDS ° 
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an INDONESIA And a fourth financial newspaper re- 
ET: portedly might come out soon, backed 
by interests with close military ties. 
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A loose-toothed watchdog 


Moves are under way to rein the media further in 


By Lincoln Kaye in Jakarta 


Fus birthdays can be awkward 
for ageing revolutionaries; the swag- 
ger may still there, but the paunch starts 
to show. For the Indonesian press — 
conceived in the heat of anti-colonial 
struggle, but nurtured under President 
Suharto's sober development-oriented 
New Order regime — the 40th anniver- 
sary of the Journalists Association 
(PWI) last month was an occasion for 
soul searching. 

Suharto, in his congratulatory ad- 
dress at National Press Day rites, 
praised journalists for their adoption of 
Pancasila, the consensus-building state 
ideology. But other official well-wishers 
were less sanguine in their appraisal. 

Armed forces chief Gen. Benny 
Murdani told parliament that the In- 
donesian press was still immature, sen- 
sationalistic and polluted by Western 
liberalism. As a case in point, he cited 
what he viewed as the overly sympathe- 
tic coverage given retired general H. R. 
Dharsono during his trial on charges of 
subversion (REVIEW, 23 Jan.). Press in- 
sinuations to the contrary, Murdani 
said, Dharsono was convicted not for 
holding opinions different from those of 
the government, but rather for concrete 
acts of sedition. 

A chorus of other high-ranking offi- 
cials echoed the same complaint, in- 
cluding National Secretary Sudhar- 
mono, who also serves as chief of the 
ruling Golkar political grouping. 

Journalists had better exercise 
tighter self-control, Murdani told an im- 
promptu press conference. As though 


INDIA 


Press Day, 


to underscore the warning, he wound up 
the session by pointedly asking a Sinar 
Harapan reporter whether there was 
any truth to rumours that the afternoon 
daily might soon change hands. Sinar 
officials denied any impending owner- 
ship changes, but recent newpaper-in- 
dustry developments make it hard to 
dismiss Murdani's query too readily. 
Less than a fortnight after National 
Golkar central council 
member Akbar Tanjung announced he 
would take over the editorship of the Is- 
lamic daily Pelita. The move was wel- 
comed in journalistic circles as a timely 
rescue of a newspaper regarded as 
weak, both financially and editorially. 
No one doubts the Islamic creden- 
tials of Akbar and his associates, who 
paid their dues as Muslim student lead- 
ers in the 1970s. But at the same time, 
political observers note, the Pelita take- 
over silences what had been the unoffi- 
cial organ of the Islamic United Deve- 
lopment Party. And it provides a second 
journalistic voice for  Golkar 
alongside the daily Suara Karya, widen- 
ing the scope for intra-party polemics. 
Nor has Golkar been the only group 
to muscle its way into the newspaper 
market lately. Three nationally circu- 
lated financial dailies — each backed 
by well-connected business groups — 
sprung up late last year. The best fi- 
nanced of the three, Bisnis Indonesia, is 
published by Chamber of Commerce 
chairman Sukumdani Gitosarjono, with 
support from interests linked to Suharto 
business associate Liem Sioe Leong. 


| Pity the petty censor 


TV blacks out a film mildly critical of Indira Gandhi 


By Mohan Ram in New Delhi 


[je their much-vaunted open- 

ness, the Indian authorities have 
scrapped the screening of an American 
documentary on the national TV net- 
work, Doordarshan. The move sur- 
prised many, because the TV film by US 
columnist Jack Anderson had been 
cleared by the authorities and was known 
to be highly complimentary to Prime 
Minister Rajiv Gandhi's government. 

. Evening after evening Doordarshan 
had drummed up publicity for the TV 
film entitled Rajiv's India, which had al- 
ready been released abroad. A day be- 
fore «he scheduled public screening, In- 
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formation and Broadcasting Minister 
V. N. Gadgil said at a preview reception 
that the event was an example of the 


new trend in his government's policy of* 


opening up local TV to all points of 
view. 

He also complimented the Press 
Trust of India (PTI) — the country's 
premier newsagency jointly owned by 
newspapers — for sponsoring the film 
on Doordarshan. But the next evening, 
with 50 minutes to go, keyed-up viewerse 
got an upleasant surprise. They watched 
two pretty girls announce successively 
in Hindi and English that the film was 


The spate of new dailies marks the 
first overt entry of Indonesia's major 
business groups into newpaper publish- 
ing. In the past, it has traditionally 
worked the other way around: news or- 
gans founded by journalists might 
prosper and become the flagship enter- 
prises of diversified conglomerates. 

Although none of these new news- 
papers is in a position yet to threaten the 
market share of such established giants 
as the daily Kompas (circulation, 
355,962) or Sinar Harapan (220,340, 
they could mount a serious challenge in 
coming years. Far bêtter financed than 
the fledgeling newspapers of the past, 
the new dailies offer competitive staff 
salaries and up-to-date newsroom tech- 
nology. Their hefty circulation and ad- 
vertising budgets could provide a crucial 
edge in these recessionary times. 

And the competition for readers and 
advertisers could become all the mor 
intense if Indonesian newspapers are a. 
lowed to return to a 16-page format, 





not being shown “due to unforeseen cil 
cumstances,” which have yet to be offi- 
cially explained. 

The 60-minute film, which carried 
interviews juxtaposed with images of 
Indian life, had been trimmed some- 
what, and the sanitised version ap- 
proved by the government was shown at 
the preview. But some of thé guests at 
the preview — ruling Congress party 
luminaries including ministers — got 
busy soon after. They objected to press 
magnate Ramnath Goenka’s remarks 
about the late prime minister. Indira 
Gandhi. 


nalysing the turbulent days of Mrs 

Gandhi's 1975-77 Emergency rule 
and her style of leadership, Goenka told 
interviewer Anderson: “Indira was all 
right in the beginning, but she tended to 
run amok when her political existence 
was threatened.” Goenka, who was a 
critic of Mrs Gandhi and was allied with 
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hinted at by Information Minister Har- 
moko on the grounds that the earlier 
newsprint shortage used to justify the 
size limit no longer exists. 


A vine newspapers to publish 16 
pages, rather than 12, would bene- 
fit the financially stronger publishers, ac- 
knowledges the long-serving director- 
poberal of press and graphics at the In- 
ormation Department, Sukarno. But, 
he adds, smaller publishers could still 
withstand the competition, since 
*there's plenty of advertising to go 
around." Nevertheless, critics such as 
Golkar parliaméntarian Rusli Desa, 
worry that the entry of established in- 
dustrialists into newspaper publishing 
will lead to crass commercialism and a 
debasement of the “warrior spirit" of 
the press. 

Such fears are misplaced, Sukarno 
says. The Indonesian press, nowadays, 
is a Pancasila warrior. Under the state 
ideology, all elements of society are like 
members of an extended family, each 














‘he Janata Party rule in the late 1970s, is 
the current chairman of the PTI. He 
negotiated the Indian rights for Ander- 
son's film and also hosted the New 
Delhi preview. 

Despite the objections of Congress 
leaders to Goenka's remarks against 
Mrs Gandhi, Gadgil refused to cancel 
the film'$debut on Doordarshan. How- 
ever, a few hours before Rajiv's India 
was to go on the air, a second preview 
was arranged for the benefit of the 
prime ministers confidante, Arun 
Nehru, who is also the powerful minis- 
ter in charge of internal security. Gan- 
dhi himself was out of the country on an 
official visit to Maldives. Gadgil beat a 
hasty retreat after the second preview. 

The intolerance of dissent implied in 
the backtracking is all the more dis- 
quieting because, apart from Goenka's | 
controversial remarks, the film has high 
praise for the prime minister whom An-* 
derson calls “charismatic.” Even 
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excluded from any phase of national- 





development, Sukarno explains. So 
why should business interests be barred 
from contributing to the struggle of the 
warrior press? The industrialists- 
turned-newsmen are motivated by 
idealism, Sukarno is convinced, and can 
be counted on to observe the best tradi- 
tions of “free and responsible” Indone- 
sian journalism. 

Still, in recognition of the increas- 
ing “industrialisation” of the press, 
Sukarno says, his department has lately 
altered its regulatory focus. The re- 
cently introduced Publishing Enterprise 
Licence (Siupp) is alotted on the basis of 
what Sukarno calls “administrative” 
considerations. Regulators now guard 
against such dangers as monopoly 
power or ownership of Indonesian news 
media by foreigners or other undesira- 
bles. The Siupp supplants the previ- 
ously required Licence to Publish (Sit), 
which was awarded or revoked on the 
basis of a journal's contents rather than 
its provenance, Sukarno noted. 

In practice, one senior newsman 
contends, the new licensing system puts 
publishers at greater jeopardy than 
ever. "In the past," he said, "if they 
didn't like what you wrote, they'd just 
shut down your paper for a while. Now 
they can shut down the parent company 
and all its subsidiaries, break you finan- 
cially and knock you out of play for 
good. What better way to impose self- 
censorship?" 

Sukarno, however, ascribes the self- 
restraint of the Indonesian press rather 
to a feeling of responsibility and 
partnership with government in pursuit 
of national goals. *Ours is not a watch- 
dog press, in the Western fashion," he 
said. "A watchdog must stand guard 
outside the house. We prefer to keep 
our press on the inside, along with the 
rest of the family." "m 


Goenka gushes about the prime minis- 
ter: "He mixes with people and takes 
their grievances as his own." The oc- 
togenarian Goenka, who wants to live 
on to see a better India 10 years from 
now, says: “But if I go today, I would go 
happily because the country is in the 
hands of a competent person." 

Journalist and author Khushwant 
Singh, who is introduced by Anderson 
as a former fierce critic and now an ad- 
mirer of Gandhi, is full of praise for the 
handsome looks of the young leader. 

Some critics have described the 
documentary as "rather simplistic and 
at best good PR [public-relations] mate- 
rial” for the country and the prime 
minister. The film ends with a fading 
chant of “where the mind goes without 
fear," but the cancellation of its Showing 
in India reveals the pettiness of the au- 
thorities who apparently cannot toler- 
ate even mild criticism of the Nehru- 
Gandhi family. 


























The Far Eastern Eco- 
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. By Manik de Silva in Colombo 


| A surge of violence in which at least 
y 86 people were killed in Sri Lanka's 
troubled northern and eastern districts 
on 18-19 February, and the uncovering 
. of a Tamil guerilla plot to set off a blitz 
|. of car bombs in Colombo, once again 
| focused national attention on the 
| seriousness of the country's ethnic 
| crisis. 
| But a political solution on terms ac- 
| ceptable to Sri Lanka's majority 
Sinhalese and minority Tamils remains 
a distant prospect. The guerillas, whose 
| leaders are based in the southern Indian 
. €ity of Madras, are unrelenting in their 
— demand for a separate Tamil state. This 
demand has been rejected totally 
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| by the majority of the Sri Lankan 


LÀ 


| people. 
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| The Tamil United Liberation Front 
| (TULF), the Tamil's major political 
e E — uneasily walking a tightrope 
| between the rebel extremists and New 
B Delhi's insistence that a reasonable 
| 1 Er of devolution be accepted as a 
_ basis of settlement — is holding out for a 
yi linking of the Northern and Eastern 
1^ provinces as part of a regional au- 
| tonomy arrangement. But Colombo, 
| sensitive to the views of the Muslims 
| and Sinhalese who outnumber the 
| Tamils in the east, cannot agree to this 
| demand. 

| Addressing the opening of the new 
B session of the parliament on 20 Feb- 
| ruary, President Junius Jayewardene 
|. declared that his government had tried 
.| its utmost to arrive at a political solu- 


: 
1 ee . 
q . tion. Thanking the Indian Government 
| 


it 


and particularly Prime Minister Rajiv 
|. Gandhi for New Delhi's efforts at bring- 
| ing the two sides together to hammer 
| out a possible solution, Jayewardene 
| indicated clearly Colombo's posi- 
4 T tion. 

| . He told parliament: “There are cer- 
| tain principles we cannot depart from in 
| arriving at a solution. We cannot barter 
.| away the unity of Sri Lanka" — a refer- 
ahs ence to Colombo’s rejection of joint re- 
y p autonomy to the Northern and 
| Eastern provinces. He went on to add 
| that “the right of every citizen in this 
| country, whatever his race, religion or 
| caste, to consider the whole island as his 
| homeland, enjoying equal rights: con- 
E. stitutionally, politically, socially, in 


f 


| education and employment are equally 
| inviolable.” 

LI Pers less than 24 hours after the 
= |. rebels had set off a landmine which kill- 
_ | ed four soldiers and 36 civilians — all 
| Sinhalese — at Dehiwatte in the eastern 
— | Trincomalee district, in the worst mas- 
| sacrt since the attack on the sacred 





"T 
€ "O 
a *. 
> 


2$. MIN oe NT 
wi 3 ES 2 Y Dii 2 A ye M 1 ^ 


| Return to violence 


The death toll in the ethnic conflict rises 





Buddhist city of Anuradhapura nine 
months ago, Jayewardene also made 
very clear that the carnage will not help 
in reaching a settlement. 

“We cannot compromise with vio- 
lence,” he said. “Whatever form of agi- 
tation is used to attain political goals it 
must be non-violent and follow the 
Buddhist and Gandhian method of 
satyakriya |right action] and satyagraha 
[standing for what is right by peaceful 
protest]. A political agreement or lack 
of it cannot in any way minimise the 
necessity for the acceptance of these 
ideals." 

The explosion at Dehiwatte — which 
also killed children among the civilians 
being escorted by the military to a mar- 


Government tank patrol: distant compromise. ES 


ket in a guerilla area — was followed the 
same day by security forces' action 
against what the government called 
some terrorist hideouts in northern 
Jaffna. Air force helicopters and light 
aircraft were used in this attack, which 
according to residents resulted in at 
least six deaths. The government placed 
casualties at three dead and at least 
seven injured but some Indian ,news- 
2 said the death toll ran as high 
as 50. 


N ona Security Minister Lalith 
Athulathmudali agreed that some 
civilians may have been caught up in the 
Jaffna attack, which he said destroyed 4 
hideout in which a 64-year-old British 
journalist, Penelope Willis, had been 
held captive for a month by a rebel 
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PT. TEREE e t PEU sta rc 
AT | grou p. B it. Athulathmudali s tressed f 
that the authorities had consistently 


warned civilians not to consort with the 
rebels or give them refuge. 

Reports reaching Colombo later in 
the week said that another army opera- 
tion at Lahugala in the eastern Amparai 
district, around 18 February, had re- 
sulted in at least 40 terrorists killed. The 
Tamil groups claimed in Madras that 
this was an attack on Tamil peasants and 
the rebel propaganda apparatus in Mad- 
ras was primed to utilise this incident to 
try to neutralise adverse publicity over 
the Dehiwatte killings. > 

Following a report from its envoy in 
New Delhi, Colompo sent a team of 
senior officers to probe the Lahugala in- 
cident. The team reported that Muslim 
peasants farming jungle lands in the 
area had been murdered by rebels who 
had settled their own sympathisers on 
these lands to make the area safe for 
guerilla activity. The military claimed 
that the dead were all terrorists or their 
supporters and that the rebels had s: 
the bodies ablaze and shot films of the - 
burning corpses for propaganda 
purposes. Would the army set 
the bodies on fire and watch 
while the terrorists made films, 
a Defence Ministry official asked. 

TULF leaders in Madras pro- 
tested to Indian Foreign Secre- 
tary Romesh Bhandari about 
the air force actions in Jaffna, 
and New Delhi's High Commis- 
~| sioner in Colombo J. N. Dixit 
“| conveyed his government's con- 
cern to the Sri Lankan Foreign 
Ministry. 

Asked whether India was 
also concerned about the Dehi- 
watte killings, Dixit responded: 
“The Government of India is 
equally concerned about civi- 
lians being affected by such vio- 
lence regardless of whether they 
are Tamils, Muslims, Sinhalese . 
or Christians." Referring to 
three incidents, he said that t... 
Indian prime minister was urg- 
ing a political settlement and 
.doing his best to help find one so 
that such violence does not affect inno- 
cent people. 

Diplomats in Colombo perceive an 
Indian tilt towards the Tamils in recent 
weeks. Statements by Gandhi and the 
cancellation of a 4 February visit to Co- 
lombo by Bhandari — recalled to New 
Delhi from Madras where he was meet- 
ing the Tamil groups en route to Colom- 
bo — are all considered indicators of 
this change of stance. 

In his address to parliament, 
Jayewardene offered an assessment of 
what influenced India's current position 
with the remark: “It is said that [the In- 
dian state of] Tamil Nadu may imperil 
the unity of India if it is not permitted to 
have its own way in dealing with Sri 
Lankan terrorists living in its terri- 


tory." 
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You can find demanding companies in every in- 
dustry - among electronics firms, chemical pro- 
ducers, manufacturers of toys, distributors of fast 
food. They're the companies that would rise to 
the top in any field. They demand a lot of them- 
selves and, not surprisingly, of their suppliers. 
And when arranging container 
transport between Europe 

and the Far East, they call on 
ScanDutch. 

Why? Because at Scan- 
Dutch we demand more of our- 
selves than do any of our cus- 
tomers. For*example, we have more experience 
than any other line on the route in operating 
a fixed weekly sailing schedule, a schedule that 
puts heavy demands on us but that is the most 
favourable frequency for our customers. It allows 
them to plan long in advance, to integrate their 
production and distribution activities, and to take 


advantage of the accompanying reductions in costs. 


We're also the route's only carrier that is 
structured as a “one-line” organisation. Once 
again, it requires more of us. But it makes book- 
ing space a great deal easier for our customers. 
And, if there's ever a question of responsibility for 


Fixed weekly container 
Europe and the 


an order, shippers know there's only one line they 
need to call. : | 

But perhaps the reason so many knowledge- 
able shippers insist on ScanDutch is the profes- 
sionalism of our staff. As a leader in transport lo 
gistics, we school our Agents in the complex sci- 
ence of moving cargo thousands 
of miles as cost effectively as 
possible — taking into account 
parameters such as ware- 
housing expenses, in-transit 
inventory charges, insurance 
rates and the many other 
“hidden costs” of distribution. | 

If you're exporting, youll find our Stowage 
Advisors a valuable source of assistance, whether 
you have a difficult piece of cargo to ship or are 
trying to stuff a container to take advantage of 
low “box” rates. 

We can help you reduce import costs through 
our freight consolidation service. And thanks to 
our expertise in inland transport, we can arrange 
dependable door-to-door delivery of your compa- 
ny's products anywhere on two continents. 

It's not the easiest way to run a business. But 
when your customers are demanding... 


transport between 
Far East 


WEHAVE THE MOST DEMANDING 
CUSTOMERS IN THE BUSINESS 
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Keiji Nakagawa's portrait of Oishi; early 





painting of Oishi committing seppuku: fortifying spirits. 





Heroes from the past 
smite the woes of today 


By William Wetherall in Tokyo 


t is, on the whole, a true story. And 

when well told, it is a moving story 
that transcends its Japanese birth. But 
Chushingura (A Treasury of Loyal Re- 
tainers) is now enjoying a remarkable 
"boom" in Japan. This may reflect cer- 
tain truths about the present nature of 
Japanese politics. 

On the snow-mantled evening of 30 
January 1703, in the heart of the city 
that is now called Tokyo, 47 samurai as- 
sembled to kill a government official 
named Yoshinaka Kira. Two years ear- 
lier Kira had humiliated their lord, 
Naganori Asano, the daimyo of Ako 
domain, on a point of court etiquette. 
Asano lost his temper and drew his 
sword, wounding Kira in the Shogun's 
palace. For this breach of court ethics, 
Asano was ordered to disembowel him- 
self, and his fiefs were confiscated. 

And so Ako's nearly 300 retainers 
became unemployed samurai, without a 
lord — or so-called ronin, literally 


*wavemen," left to drift rudderless in * 


the seas of society. Their only mission 
left in life was to pacify their lord's soul 
by an act of vengeance, to which more 
than 60 of the most loyal retainers had 
made a secret pledge. 

They publicly acted in such a way as 
to make Kira think that they bore him 
no grudge. But early on the morning of 
3] January, led by  middle-aged 


Kuranosuke Oishi 46 other Ako ronin 


— including two teenagers and one sep- 
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tuagenarian — attacked Kira's resi- 
dence, killing 16 of his 100-odd men and 
wounding a score of others, while suf- 
fering only a few cuts themselves. 

By breakfast time they had served 
Kira's head before Asano's grave at 
Sengakuji, a nearby Buddhist temple, 
and by the end of the day they had 
turned themselves in for “house deten- 
tion" at the quarters of certain daimyo. 

The authorities were at a loss what to 
do. It was clear that the law had been 
broken, but who could censure such 
bold samurai for their loyalty to their 
lord? Many officials agreed with Oishi's 
Confucian pretext for the vendetta, that 
“Enemies of one’s lord or father cannot 
be allowed to live under the same sky." 
But some of the most influential Con- 
fucianists argued that because the ven- 
detta had not been officially sanctioned, 
it was merely an act of private ven- 
geance that posed an affront to the 
shogunate's authority. 

The critics were persuasive, and on 
19 March the ronin were ordered to dis- 
embowel themselves. Thus all but one 
of the 47 died the following day in cere- 
monial self-executions that permitted 
each ronin to cut his belly (or at least 
touch the point of a short sword to it) 
before an assistant lopped off his 
head. 

Self-execution by seppuku (cutting 
the abdomen) was a privilege of the 
warrior caste. It was not really suicide 


BEHAVIOUR | 


when ordered by the authorities, for re- 
fusal would mean decapitation as an or- 
dinary criminal. 

The ronin were buried at Sengakuji 
temple with Asano. Their graves con- 
tinue to be visited by thousands of pil- 
grims (among many more tourists) 
every year, but not on the true anniver- 
sary dates. The night the ronin assem- 
bled to kill Kira is celebrated in a festi- 
val held at the temple on 14 December, 
while their own deaths are remembered 
on 4 February. 

It seems that someone purposely for- 
got to compensate for calendar differ- 
ences. *The 14th day ofthe 12th month" 
of the lunar year in which Kira was kill- 
ed corresponds to 30 January on the 
solar calendar. The “4th day of the 2nd 
month" of the following lunar year is 20 
March on the solar calendar. But the 
solar calendar was not officially adopted 
by Japan until *the 3rd day of the 12th 
month of the 5th year of the reign of the 
Emperor Meiji" was declared to be 1 
January of the 6th year of Meiji, or New 
Year's Day 1873. 

On the traditional lunar calendar, 
the killing of Kira and the deaths of the 
Ako ronin straddled a New Year's 
celebration. When the Japanese shifted 
their Chinese New Year to the earlier 
solar New Year, they similarly “trans- 
lated" the historical dates they had inde- 
libly marked on their traditional calen- 
dar. Whether Tokyo is likely to have 
snow in mid-December (it is not) was 
much less important than continuing the 
tradition of remembering the heroic 
deeds of the 47 ronin half a month be- 
fore the year's end, and mourning their 
deaths a month into the New Year. 





J ust as Japanese TV turns news events 
into *docudramas" within weeks 
of their occurrence, it took an enterpris- 
ing contemporary theatre only 12 days 
after the deaths of the ronin to stage a 
play which was partly inspired by their 
carefully planned attack on Kira's quar- 
ters. Three days later the doors were 
closed by shogunate gatekeepers who 
were accused of censoring cultural ac- 
tivities which were thought to threaten 
the political or social order. 

When Allied Forces occupied Japan 
in August 1945, they similarly prohi- 
bited all plays, films, stories and lec- 
tures with “revenge” themes. In 1952, 
the last year of the Occupation, the pro- 
ducers of a movie called Ako Castle con- 
vinced the Americans that the 47 retain- 
ers had really been friends of democracy 
who had tried to destroy the feudal sys- 
tem, though only after the shogunate 
had refused their petitions to re- 
enfranchise the Ako domain undef 
Asano's son. 

Today, at a time when Japanese feel 
that they are facing more “bashing” and 
“misunderstanding” from the outside 
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j apan $ adapta jon of Fortune, featured 
Oishi on its cover and devoted a third of 
ts 300 glossy pages to the Ako vendetta, 
but especially his role in it. 
Oishi is credited with inspiring the 
er ronin to endure many hardships 
hile endeavouring to achieve their sin- 
goal. He based his strategy on es- 
ge and communications, all car- 
d out behind a facade that had ronin 
ng as rice vendors at the gates of 
's home. 
he moral justification for this de- 
tful assassination is simply that the 
in were being dutifully righteous in 
nging their lord's mistreatment. Al- 
ough admired for their loyalty, only 
ne in four of the Ako's ex-retainers 
had vowed revenge. 
~ The popular novelist and essayist 
Hisashi Inoue was recently prompted to 
‘ite a collection of parodies of 19 Ako 
ronin who could not or would not join 
ie lynching party, entitled Fuchushin 
ra (A. Treasury of Disloyal Reiners). 
e other authors of the new Chushin- 
gura titles that appear every year, 
Inoue challenges his readers to wonder 
hat causes they would be willing to die 
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Asahi, a major weekly 





































ENTERTAINMENT 


By Jamal Rasheed in Lahore 


D oes the phenomenon of video-cas- 
fw sette recorders (VCRs) spell the 
end of all creative culture in Islamic 
yuntries ruled by the military, or does 
pell the beginning of a new one? 

t the Gulberg market in Lahore 
e is one place where the widest 
ge of the city’s social classes gather in 
evening. Milkmen, unemployed 
outh, rich housewives, students, 
ureaucrats and construction workers 
ur in and out of the some 20 video- 
sette lending libraries. For just Rs 20 
31.25) they can hire the very latest 
vwood thriller or Bombay musical. 
rachi, where there are thousands 
eo-cassette lending libraries, the 
is often as little as Rs 10 for a 
htsviewing. . 

Jundreds of thousands of cassettes 
: poured into Pakistan illegally dur- 
he past five years — from the Gulf, 
n in the suitcases of returning 
tanis, and . through massive 
ggling operations along the Pakis- 
r- Afghan order. Until last year the 
tire VCR business was illegal. So 
're,are no reliable statistics as to how 











: prolific mystery ‘writer Seiichi Morin 





was seen by only 66% of 


male and 20 female singers 


ura. The serial began in 1984, and shows - 
no signs of ending in 1986. . 

Also reflecting the Chushingura 
boom are the TV ratings of a two-part 
dramatisation that was telecast at the 
end of 1985. The 30 December first-half | 









was seen by 24% of Japan’s viewing au- | 


dience, while 15% caught 
the - following night's 
finale. — 

P'hese ratings were re- 
-$ cords for any New 
Year's Eve programme, 
rivalling the annual New 
Year song festival, which, 
thanks to Chushingura, 





the Tokyo-area audience 
and 55% of the Osaka- 
area viewership. This fes- 
tival, called the Kohaku 
Uta Gassen; features 
Japan's *most popular" 20 


in a three-hour extrava- 
ganza that all "pure" Ja- 
panese are supposed to 
witness as a kind of ethnic 
rite. 

The festival is the pride 


Video-cassette boom 
stalks creative culture 


many machines or lending libraries 
there are in the country. Last year the 
government asked VCR holders to pay 
a Rs 500 tax and register their illegal 
machines. There is still no legislation for 
the libraries, which lend out uncensored 
films despite the stern censorship evi- 
dent on national TV and films. How- 
ever, even in villages, as long as there is 
electricity ,there are many VCRs, which 
are now status symbols. 

. It seems odd that a country which 
had been under martial law for eight 
years, and which has an official policy of 
Islamisation and censorship, should - 
place no restrictions on the booming 


| video culture. It is even stranger that the 


then minister of culture (a lieutenant- 
general no less), Jamal Said Mian, 
should declare to the national assembly 
in November that the government does 
not intend to check video cassettes and 
“it was for the people to decide how 
they exploit this medium.” 
Such apparent liberalism is in fact no e 

aberration for a regime that has meticul- 





| Vade Tn deciding to “show. 


Dust cover of Fuchushingura: dogs keep silent... 










e, lushingura 
at the very end of the year, „rather than 
nearer 14 or 15 December when it is 
usually feature , NTV (Nippon Televi- 
sion Network cy p D ay have banked 






























































can be ned up by the term chadr 
and ĉhardevari (“the veil [for women] 
and confinement to the four walls of 
your house"). In effect it implies that 
people are free to set their own standards 
within the confines of their homes, but 
outside they must conform to the po- 
licies of Islamisation set by the regime. 
The results of such cultural policies 
have led to the rapid demise of classical 
dance and music, the collapse of all seri- 
ous theatre, no development of a non- 
commercial cinema an a sharp decline 
in public concerts. Female artists are 
worst affected, as their public perform- 
ances in all cultural. fields are frowned 
upon while female dance recitals are 
totally banned. Lahore — once the cul- 


tural capital of Pakistan where just 10 | 


years ago people could attend excellent 
concerts, dance recitals or plays four or 
five nights a week — has now become a 
cultural wasteland. * 


| A foreign visitor to Lahore would not 


be able to find anywhere to go in the 
evenings, and even children's entertain- 
ment has been drastically cut. The arts 
in Pakistan — which inherited a 3,000- 
year history: from the. subcontinent — 
have suffered enormously. Active artis- 
tic endeavour is sow) be 












creative or pieces | deman s on its - 
audience. VCRs could of course be very - 
ously controlled all forms of cultural ex- *useful for rec 
pression. The regime's official policy | posterity. They a are useless if there i is no »: 





rding a living culture for 











































| 


MM MÀ € maven em MÀ Het Nd a re a i T ais Harmar arg a derer bero ters reni femen 





€—PP amas age 





re 
messages in the story to 
public telling. While 


EE AREAS. AA 


..for loyal retainers, and bark Es the lo va" 


culture left to record and people are re- 
duced to being a mesmerised, passive 
audience for foreign films. 

There are profound political implica- 
tions for this change in cultural habits, 


. Which have occurred in less than a de- 


cade. Reducing the consumption of the 


arts to the confines of the home means | 


there is no artistic community left, 
either for the artists or for the audience. 
There is no sense of participation, of 
mass catharsis, of making people aware 
of new ideas, or giving an audience a 
keener sense of their identity and pride 


erred afraid of 










before, wished to avoid romantic no- 
tions of taking the law into one's own 
hands. However, neither Tokyo nor 
Washington seem worried that Oishi's 


| vigilantism will inspire modern clones. 


The story may appeal to different Ja- 
panese in different ways. But for those 
who have a penchant for 
identifying themselves with 
losers, victims and under- 
dogs, a vendetta theme is 
an ideal vehicle for fortify- 
ing their spirits against real 
or imagined foes. The self- 
pity that is currently so evi- 
dent in Japan's responses 
to pressure from rival 
countries concerning its 
trade, industrial and de- 
fence policies suggests that 


come an Oishi-type leader 
who would plot them out 
of the untenable corner 

into which they may feel 
that the rest of world. is 
pushing them. 


he spirit of Chushing- 
ura has even been 
linked to such in 


in their arts. Instead, one is left with frag- 


mented and alienated domestic ghettos, 
In the most direct sense the expres- 


‘sion of political ideas through the arts 


becomes impossible. The very idea of a 
large audience gathering for a play or 
concert becomes a political threat to the 


regime, and public gatherings for what- 


ever purpose are what military regimes 
wish to avoid at all costs. It is, in other 
words, in the interests of the govern- 
ment to allow an open VCR policy so 
that public gatherings remain limited. 
The fundamentalist Islamic Right in 
Pakistan considers many 
forms of artistic expres- 
sion obscene. They pub- 
| licly denounce dance reci- 
 .tals, concerts and plays, 
"^ but not a single mullah has 
. yet criticised the vidéo 
films that flood the mar- 
ket. The reason for this is 
. both clear and hypocriti- 
cal. The VCR is home en- 
tertainment and everyone 
is free to see whatever 
films they choose within 
the confines of the family, 
. but any public expression 
in the form of theatre, 
cinema or concerts are 
seen às attacks on Islamic 
principles. 

A byproduct of- the | 
video explosion has been 
the decline of Pakistan’s 
film industry. The entire 





sty & ccupation. ‘authorities after 1945, the 
; | Japanese Government, two centuries 
! be attracting 
easons. related to 


some Japanese would wel- | 








conventions that were not of 










Da in the ward: cot 
then unfairl punishing it, 
| d 





















mic sanctions ere Japan 
comply. Salvaging Japan's s 
even at the risk of defea 
important than abiding b 
















While such ruminations 
tle light on the real causes 
they show how some people a 
at world history with an eye to re 
more in Japan’s favour. If the Ako 
were following a virtuous path, the 
were the militarists that attempt 
"liberate" Asia from Euro-Amer 
interests. 
Equally subject to- change 
theories of how entertainment and a 
affect the collective behaviour of tl 
who make history, as well as those: 
allow it to be made through their 
lingness to fight in wars which both 
tors and vanquished provide ideologi 
rationalisations. If this includes the ten 
of millions of Japanese who view T 
then perhaps their choice of swords ove 
songs bears watching. | 
























































film industry blames the video boom for 
reduced audiences and income. The 
public’s preference for more technically 
sophisticated, smuggled Indian films is 
blamed for the poor standards of Pakis 
tan’s own films. In fact what the vide 
has pre-empted is the development of a 
more serious cinema. * 
The regime clearly prefers roducers 
to churn out violent pulp films, even 
though such films do not project Islami 
sation, rather than face the threat o 
cinema which might make audienc 
-think and question political issues. Th 
an open VCR policy serves the purx 
of controlling and containing the grow 
of a national cinema. 
The VCR boom is here to stay. Ever 
day more uses for the making of vi 
are being found. In the West, mus 
eos have already overturned the m 
industry. As video cameras bec 
cheaper it will be possible to record 
smallest cultural or social event on fi 
and make it possible for anyone t: 
come a filmmaker, as well as pr 
the most varied forms of artistic exp 
sion. The creative possibilities for 
video are limitless and the internat 
exchange of video films will bring 
world's arts into even the remote 
ting room. This offers opportunities 
well as dangers. The greatest dan 
est j ecially in poor countries, is. 
irts will become subord 
“the video screen, thus becornit 
more weapon in a government s arse 
of media control. . 









































: his is a very important book which 
| cuts Japan down to size. This is not 
eant disparagingly for we can only 
egin to do justice to the country and its 
mportance in the late 20th century if, 
istead of projecting our hopes on to it 
r making it the bogeyman of our fears, 
fe are able to see it as it is and ap- 
reciate dispassionately how it has 
volved into such a powerful economy. 
By concentrating on some well cho- 
en case studies in heavy industry — 
om the Meiji government’s decision to 
iake modernisation the national prior- 
y until the mid-1950s, by which time 
he basis of the post-war miracle had 
een laid — Gordon focuses on a key 
tituent of the country's develop- 
One which the pundits of the les- 
is-from-Japanese-industry school 
aim to have been absolutely vital to its 
uccess, the Japanese employment sys- 
m alias Japanese-style management. 
.ÀAn Gordon's view, labour-manage- 
ment relations have emerged out of a 
process of conflict and compromise." 
hey are not the product of su p ideal 
ae traditional practices from the 
feudal past skilfully adapted in uniquely 
apanese ways to meet the demands of 
odern industrial society. Seniority 
ages, lifetime employment, corpo- 
rate Tayal, a diligent, cooperative 








tchinson. £14.95 (US$21.75). 


he opening of this first major bio- 
graphy of Ayatollah Ruhollah Kho- 
the author presents an illuminating 
te which demonstrates the contra- 
', unexpected and explosive nature 
Iranian revolution. In 1977 Amir 
then editor of Kayhan, Iran's 
selling newspaper, listened to a 
recording which introduced the 
iker as: "The Supreme Guide of the 
nic nations, the Smasher of Idols. 
One who Humbles Satan, the Sole 
pe of the Downtrodden etc." | 

: Taheri it sounded: more like a 
the Shah' s secret police) fabrica- 
€ of its crude and emotional 
to discredit the Shah, which 


re. likely. discredit the speaker, who 
a mullah. The sermon, however, | 


SS wins on points 


e Evolution of Labour Relations in Japan by Andrew Gordon. Harvard East 
ian Monographs 117, Cambridge (Massachusetts) and London. US$25. 


sO unrealistic that it. would | 


workforce — often considered to be the 
essence of contemporary industrial 
strength by admirers outside Japán and 
by propagandists of the Nihonjinron 
(theories on Japanese character) within 
— are rational choices heavily influ- 
enced by a historical background of con- 
flict and power struggles. 

As Japan started on the road to in- 
dustrialisation in the late 19th century, 
its workers were strong-minded men of 


independent spirit who believed, in the - 


words of an anonymous machinist in 
1898, that “a worker is someone who 
travels broadly, enters factories here 
and there, [and] accumulates greater 
skills." 
castes. A joke from around the same 
time ran: 'Mother, mother, a boiler- 
maker just went into the toilet!’ ‘Don’t 





worry about him. Even a boilermaker | 


won't eat shit, so leave him alone.’ 

The problem for management was 
how to weld these undisciplined indi- 
vidualists into a workforce amenable to 
management goals. It was never to be 
easy, for throughout the story one side 
or the other had the upper hand; At the 


beginning it was the itinerant worker. 
who had the trump cards. His traditions 


and personal ambitions, sometimes to 
set up his own business, usually just to 
enjoy life (a PEDE OBRA saying 


I pirit of Allah: Khomeini and the Islamic 


Revolution by Amir Taheri. 


was genuine and it was the first of many 
that were to flood Iran before the rev- 


olution. The speaker was Khomeini, 


who was to whittle down y st 2,000 


pes ed Ruhollah was born in the a 
nian oasis town of Khomein in 1902. He. 


was born a Mussavi sayyed, numerjcally 
the largest sayyed group in Iran 


(sayyed's are direct descendants of the 
Prophet Muhammed). This was to. 
prove important later when Khomeini | 1 


filled the highest echelons of the Islamk 
regime with Mussavis. His father was 


murdered when Khomeini was just: six* descri 
months old, and though he died as a re- | wea 

“sult of a feud, Khomeini's supporters 
were to give. his death ponnca over- 


Workers were also virtual out- 



















with a firm. But management had 


regardless of sel 
fits were curbed: 


‘stagnation, 


held tha an Ed ite “never. slept over- 
night on his money S pa against 
the settled life and factory discipline. 
The management. response was to 
foster vague ideas of paternalism, which 
the workers. saw through and which 
even government bureaucrats also con- 
sidered mere window dressing, and the 
creation of a small elite of committed 
workers, especially among the foremen. 
These attempts met with little success. 
During World War I, 75% turnover 
rates were normal in most industries.” 
The pendulum gwung in manage- 
ment's favour during the depression of 
| the 1920s. Labour turnover decreased 





as workers became more aware of the | 


advantages of job security and were | 
more inclined to eye such things as com- 
pany pension funds, seniority bonuses, 
and educational and welfare program- 
mes as attractive inducements to stav 








need to woo workers. oa in on 
mes, and even ae i 











ity finge bene 
en ‘busin ess was ‘bad. 





A strong. nationa : labou movement 
failed to emerge during these years 
because of a combination of economic 
repression and factional 
strife among organised labour, even if 
there was an increase in workers acting 
together at factory level to further com- 
mon goals. One-of the most interesting 
arguments is that the faite of national 
unions to emerge covering crafts or 
particular industries, asin: the West, and 
the tendency for workers to organise in 





tones by claiming he was murdered by 
Reza Shah's agents. Belonging to an es- | 
tablished family of mullahs, Khomeini | 
joined the profession at an early age. 
In the late 1930s he encounterec 
Nazism and according to Taheri ex- 
pressed admiration for Hitler. While 
performing the pilgrimage to Mecca in 
1937, he.stayed for a time at Najaf in 
Mesopotamia where he first came under 


the influence of the Muslim Brother- 


hood; who believed in terror to instigate 
Islamic revolutions. 
“In 1938 he returned to: his home ino 


| Gon: with a new radio on which he fol- 
lowed the events of World War II and 


uraged other mullahs to come to 


his home to listen to foreign broadcasts. 

.He went into business with his family. 

His brother ran a. eid e e compan van 
he later went into real e nc 
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company unions, stems from a legacy 
1868). 





from the Tokugawa period (1603- 
During which time apprentices and 
journeymen had not been regulated. 

Gordon’s thorough discussion of the 
1920s convincingly challenges the 
widely held view that the changed 
worker attitudes to company benefits 
and the increasing emphasis on senior- 
ity marks the crystallisation of the mod- 
ern seniority system. There was a long 
way to travel yet. 

The great leap forward to a more 
widespread dissemination of the virtues 
of seniority wages and permanent em- 
ployment took its que from bureaucratic 
thinking and from various government 
measures passed during World War II 
to regulate wages — to provide a living 
wage, guaranteed to rise according to 





Protesting workers: declining militancy. 


come and study at his centre and the 
more students one has, the more impor- 
tant the mullah becomes. For a mullah 
to become an ayatollah the number of 
his students is a key factor. Many of the 
key Iranian mullahs who were to be- 
come so well known after 1979 were 
Khomeini's students. These included 
the *hanging judge" Sadeq Khalkhali 
and the future prime minister, Javed 


Bahonar, 


B: the 1960s Khomeini was already 
clashing with other mullahs, many 
of whom were in the pay of the Shah. He 
transformed himself from being a mere 
theologian to an orator, who presented 
topical issues as a conflict between good 
and evil, and asserted that mullahs 
should assume direct rule. In 1963 he 
launched his first campaign against the 
Shah, which led to mass riots in Teheran 
and other cities. From 1964 he was 
sent into exile, first to Turkey and then 
to Iraq, finally reaching Paris, his 
launching pad for the revolution, in® 
1978. 

Taheri examines in some detail the 
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seniority and family need, rather than 
according to output — and to promote 
allowances and company welfare pro- 
grammes. This was unpopular with em- 
ployers, who were more interested in 
adopting short-term incentives to step 
up production, and anyway fell far short 
of its high ambitions. Nevertheless, it 
pointed the way forward and set the 
pitch for postwar developments. 


D uring the war there was also a great 
propaganda effort to boost morale 
and sink differences, encapsulated in 
the slogans the “enterprise as one fami- 
i. and the “imperial work ethic." But 
the rhetoric was empty and the mush- 
rooming of factory councils under the 
Sanpo movement a failure. 
Absenteeism was high and incidents 
of sabotage increased as 
the war progressed, a very 
different picture indeed 
from the stock image of 
fanatical emperor wor- 
shippers ready to die for 
the glory of the empire. 
But the Sanpo movement 
taught management the 
value of bringing both 
sides together and thereby 
thwarting radicalism. 
After the war a well-or- 
ganised, militant labour 
movement sought to im- 
pose what Gordon consid- 
ers “a labour version of the 
Japanese employment sys- 
tem" with job security, 
seniority wages and work, 
er participation in manage- 
ment. Circumstances were 
to determine otherwise. 
By the end of the 1940s 


role of Khomeini as an organiser, build- 
ing up a loyalist base through the mos- 
ques by his taped messages and written 
tracts, which continued to be efficiently 
circulated in Iran even while he was in 
exile. According to Taheri it was no 
fluke that Khomeini attained the pow- 
erful position as the supreme revolu- 
tionary leader in 1979. He had been 
carefully preparing himself for just such 
a role for more than 20 years. 

| have my doubts about this claim. 
The plethora of political forces that 
came together against the Shah needed 
a leader. It was not the leader who insti- 
gated those opposition forces in the first 
place. Taheri spends little time discuss- 
ing the social conditions for the Iranian 
revolution and why these conditions al- 
lowed a Komeini-type figure to domi- 
nate the movement. 

His lack of objectivity and even bias 
is aptly demonstrated whenever he 
touches on Islam. He describes Islam as 
an apartheid system without human 
rights, while he describes Shiism as op- 
posed to any kind of rational thought, 
and intent on producing non-thinking 
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management, egged on by the govern- i’ 


ment and the Occupation authorities — 
who quickly shed their earlier enthu- 
siasm for a strong labour movement as a 
pillar of fledgeling democracy when the 
movement swung sharply to the Left — 
was committed to recovering authority. 

It was out of this bitter post-war 
struggle that modern labour relations 


were to emerge. Management may have 

emerged the winner on points, but there | 
was no turning back the clock. Workers |. 
had won respect, secure wages (albeit - 
tied to the company's ability to pay | 
rather than “need” as defined by labour | 


itself), and a better working environ- - 
ment. Gone were the petty distinctions - 


of separate entrances, toilets and can- 


teens. It is a settlement that has worked © 
well, but only for those able to benefit - 
from it. Part-timers, sub-contractors | 


and those in the myriad service sector 


jobs which mop up unemployment are - 


excluded from it. 


Perhaps its most notable aspect is - 


that it has thrived because of unpre- 
cedented economic growth. How it will 


adapt to economic slowdown or reces- 


sion remains to be seen, but on the evi- 


dence marshalled here it is not as rigid | 


as it is often imagined. 
This is a first-class book. It has a solid 
conceptual foundation and its argu- 


ments are supported by a formidable - 


but judiciously evaluated range of archi- 
val and oral data. Under Gordon's 


sharp but even-handed analysis the con- | 


ventional wisdom about the origins of 
the Japanese employment system is 


challenged and found wanting, espe- t 


cially the pseudo-cultural, anthropolog- 
ical explanation. Our assessment of Ja- 
panese labour relations today will never 
be the same. 


morons who must pray 24 hours a day. |: 
What Taheri confuses — as do many | 


Western academics — is the very differ- 


ent and particular interpretations of | 
Islam given by current Muslim leaders, 
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compared to what Islam originally in- | 


tended to be. 


The author has written animmensely 


readable book nonetheless, which is 


packed with information about the life | 


of a man about whom so little is known. | 


But his analysis of the times that Kho- 
meini has lived through is weak, lacking 
in either depth or understanding. Dur- 
ing Khomeini's lifetime Iran has wit- 


nessed two revolutions, two coups, one | - 
civil war and dozens of tribal uprisings, | | 


apart from being invaded by Russia, d 


Britain, the Ottomans and Iraq. 
The Iranian revolution must be view- 
ed in the light of nearly a century of 


highly complex political turmoil, in - 
which the mullahs’ role up till 1979 was | 
only a single factor. To presume, af | 
Taheri does, that it was the conspirato- | 


rial and clandestine efforts of one man |. 


that led to the revolution is a gross 
simplification. — Jamal Rasheed 








| By Charles Smith in Tokyo 
| "fhe more than 25% appreciation of 
| E the yen against the US dollar during 
| the past four months has yet to provoke 
| a flood of imports into Japan and, judg- 
| ing by the latest figures, may not even 
| be serving to reduce the volume of 
Phot exports below year-ago levels. 
| Despite this there are signs that the 
| strong yen may have started to create 
| trading opportunities for some of 
| Japan's neighbours, particularly Asia's 
| four newly industrialised countries 
| (NICs) — South Korea, Taiwan, Hong- 
| kong and Singapore. 
| | Since the US and Japan embarked 
| on their policy of joint intervention in 
| exchange markets, most other East 
| Asian currencies, including those of the 
| NICs, have either held steady against 
| the US dollar or appreciated marginally 
| against it — with the result that they 
| have lost ground rapidly against the 
high-flying yen. 
|- The cost advantage that this shift in 
| exchange rates has given to the NICs 
. has begun to show up in Japan's imports 
| of commodity-type industrial products 
| such as steel and petrochemicals and 
- still more, according to the Tokyo of- 
| fices of NICs-based trading companies, 
in the form of inquiries that might turn 
into business later in the year. Indi- 
| rectly, exchange-rate shifts may also be 
assisting the efforts of countries like 
= South Korea and Taiwan to carve out a 
| niche in third-country (especially US) 
. industrial-product markets that have 
. long been dominated by Japan. 
- . In Japan's home market the modest 
recovery in steel imports that began 
| from early October, almost immediate- 
ly after the start of the yen’s climb, 
has been cited as an early result of the 
NICs’ improved ability to compete — 
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_ though some of the increased imports 
. came from Eastern Europe and Brazil. 
| Improved demand for steel is one 
reason why a South Korean trading 
company which handled some US$400 
million worth of exports to Japan last 
- year expects a “big increase" in turn- 
over during 1985. However, the same 
company warns against the assumption 
that South Korean exporters are getting 
the full benefit of currency shifts. In 
| steel, and even more in petrochemicals, 
-— price cuts by Japanese producers have 
| gone a long way to wiping out the ad- 
| vantages of a cheaper dollar. In some 
| cases price cuts have meant that South 
.| Korean goods hold a price advantage of 
| only 5% over the Japanese competition 
| — not much better than the situa- 


{4 
MAI : 
s% - 
EXC t 
X 4 = 
p jer ^ 
5" q he. bt 
"EBNE | ci I 
OO 4 da 





E 


tion before the yen  revaluation. 

In the electronics industry, where 
Japan and the Asian NICs both com- 
pete and collaborate, the effects of the 
revaluation have been far more com- 
plex than in the markets for semi-pro- 
cessed goods. A relatively straightfor- 
ward development noted by South Ko- 
rean exporters has been increased in- 
quiries from Japan for low-cost compo- 
nents such as capacitors and resistors 
that are used in the assembly of such 
household electronics products as TV 
sets and video-tape recorders (VTRs). 
But electronics manufacturers in the 
NICs have had this gain offset by facing 
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price increases for the sophisticated 
components, such as VTR heads, that 
they buy from Japan. 

A factor which may have helped the 
NICs to compete in Japan's domestic 
market for electronic parts in the past 
few months is the politically inspired 


A strong yen has both plusses and minuses for the NICs 


Two-way tradeoff 





directives from the Ministry of Interna- 
tional Trade and Industry (Miti) to step 
up international procurement. ó 

If yen revaluation has given the NICs 
a marginal edge agaist Japanese com- 
petitors in Japan's domestic market for 
manufactured goods, the impact in the 
far more open US market ought, in 
theory, to be far greater. But major Ja- 
panese export industries seem so far to 
have minimised the impact on their 
sales of exchange-rate shifts by holding 
the dollar-denominated prices of their 
goods steady at the cost of a severe cut 
in profits. The retail price increases of 3- 
4% which Japanese car makers an- 
nounced in December — at a time when 
the yen had already appreciated by 2096 
against the dollar — must have come as 
a disappointment to any third-country 
car manufacturers who had hoped to 
undercut Japan in the US market. 

In the electronics industry there has 
been a similar tendency to hold down 
priceg though with some slight varia- 
tions between companies and pro- 
ducts. A spokesman for Sony told the 
REVIEW that it had announced in- 
creases of up to 12% for some of the 
audio equipment it sells in the US and of 
up to 15% for professional-use video 
equipment. Sony, however, has chosen 
to grit its teeth and take a severe profit 
cut rather put a cent on the price of con- 
sumer video equipment, its biggest sell- 
ing line in the US market. 


i n preferring to stick it out rather than 
adjust to the new exchange rates, 
the big Japanese electronics makers 
may well be more mindful of the threat 
from each other than of low-cost com- 

etition from the NICs. In the view of 

ohru Asai, public relations chief for 
the Electronic Industries Association of 
Japan, South Korea's manufacturing 
capacity for VTRs is not yet large 
enough to pose a serious threat to 
Japan's dominant position in the US 
market and is unlikely to be for at least 


anxiety of major Japanese electronics |*the next two or three years. 


manufacturers, such as Toshiba, 
Hitachi or NEC, to increase their im- 
ports even if there is no price advantage. 
According to Nakagawa Denka, a spe- 
cialised components maker which ope- 
rates plants both in Japan and in South 
Korea, major Japanese assemblers will 
now choose South Korean components 
over Japanese products if the prices 
are similar, or even if the South Korean 


roduct is marginally more expensive, 
in order to comply with recently issued 


Every major Japanese electtonics 
maker, on the other hand, is beset by 
the fear that it may lose market share to 
its rivals if it takes the lead in cutting 
prices at a time when the market is soft 
and stocks of unsold products are ac- 
cumulating. Japanese companies might 
be more inclined to take the plunge on 
the price issue, according to Asai, if 

ere was any sign that exchange mar- 
kets were about to stabilise, but for the 
time being manufacturers are acting on 
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ation looks very different. 

ccording to Miti, export. contracts 
now drying up rapidly in sectors 
uch as household ceramics, metal 


— tablware, bicycle components and web 


as well as in large eectors of the textile 
industry where labour-intensive pro- 


. duction methods are in use and where 


most exports are priced in yen. The 


| beneficiaries of this process should be 
- low-cost producers of similar products 


| in the NICs, though data on the precise 


;. extent to which the NICs are gaining is 
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“till hard to come by. 


| According to a spokesman for the - 
v Aichi Prefecture Porcelain Manufactur- 


ers' Association, which represents 
about 1,200 small companies on the out- 
skirts of. Nagoya, Taiwanese ceramic 
“dead copies" of Japanese products 
were selling in the US for about 20% 
less than the Japanese originals before 
the start of yen revaluation, but were at 
a discount of 40% by early in De- 
cember. The association feels that the 
only long- -term solution is for member | 
companies to start selling more in the | 


Japanese home market and less over- | 
seas, but no one expects the process et | 


conversion to be quick or easy. 


The low-tech industries which most | | 
Japanese analysts see as the immediate | 


victims of yen revaluation are individu: : 
ally minute, at least by comparison with 
the giant assembly industries. But a Miti 
source suggests total output of this 
highly vulnerable sector of Japan's 
economy is about ¥20 trillion (US$110 
billion), with 20% of the total go- 
ing to exports. If yen revaluation re- 
sults in a sizable portion of this busi- 
ness being transferred to the NICs, 
the painful adjustments now under way | 
at the lower end of Japanese industry | 
may not have been entirely in vain. 


» Paul Ensor writes from Seoul: With a 
quarter of its imports coming from 
Japan, and well over a third of its ex- 
ports going to the US, South Korea can 
expect the change in dollar-yen parity to 
have far-reaching effects on its trade po- 
sition.” The benefits — in the form of | 
greater competitiveness versus the Ja- 
panese in third markets — are likely to 
outweigh the costs of more expensive 
imports from Japan. To what extent 





Hongkong looks West: page 60 


mic Monitor: page 74. 


Taiwan's low-down blues: page 60 « 


the most unpredictable factor because 
| trade in each direction is relatively price 
| inelastic. 

South Korean businessmen are op- 


timistic about the changes likely to | 


occur as &result of the realignment. “Fi- 
nally this will give us a good reason to do 
what we have always wanted to do — 
s US machinery,” said Park Ung Suh, 
a senior executive at Samsung Co. He 
says the currency change will restore 
competitiveness to a number of Sam- 


sung's consumer-electronic exports to | 


the US; which lost competitiveness 
against their Japanese counterparts last 
year. Electronics seem likely to be one 
of the main beneficiaries of the change, 

and companies here report increasing 


| inquiries from overseas buyers switch- 


ing from Japanese sourcing. 


According to Ro Sung Tae, a re- | 


searcher at Korea Development Insti- 
tute (KDI), the government's economic 
think-tank, the change in currency 
values could add up to 1% to GNP 
growth over a 12-month period if the 


yen held at US$1:¥180 throughout. i. 
| during the past 12 months counts for lit- 


This greater growth would largely be 
fuelled by increases in exports to third 
countries, which he says would rise 7% 
in nominal terms. Imports would rise by 
5.2%, largely due to the 4.5% overall 
increase in import prices resultin g from 
‘a higher yen. Under such a scenario, the 
balance of trade would enjoy a net im- 
‘ment of US$400 million. 

uth Korean industry relies heavily 
-on inputs from Japan, and this is par- 






ticularly true in export sectors such as 


electronics (Japan supplies half of the 
parts and components in South Korean 


VTRs, for example), synthetic fibres | 


and textiles and shipbuilding. Around 
60% of machinery imported last year 
came from Japan. The heavy depen- 
dence of South Korea's exporters on Ja- 


| panese inputs is illustrated by the fact 
| that only 13% of imports from Japan 
| last year went to non-export industries. 


Due to this heavy reliance, the KDI pro- 
jections envisage a 3.7% increase in ex- 
port prices, or just over half of the nom- 
inal increase in exports that could result 
from a stronger yen. 

Whether the South Koreans will be 


| able to switch from Japan to other 


machinery suppliers remains unclear. 
Trade deficits with Japan have always 
been a sticky political issue, and past ef- 
forts to reduce Japanese imports have 
been, unsuccessful largely because they 
are inputs into an industrial structure 
which is geared to Japanese models and 
specifications. Thus imports of Japan- 
ese equipment have been rising by an 
average 20% a year. 

Recent figures show a downturn in 


* machinery imports in December and Jan- 


uary, but it is too early to tell whether 
companies will be able to do more than 
forestall purchases of Japanese equip- 


ment until the yen settles down. g 


remains | 


| sourcing away from Japan. Eve 


| ality. First, Singapore's own pr 
costs have reached a point where the 


| ducts from manufacturers wo 


| that can find a niche in US or European 
| markets. Hence sales opportunities are 
| limited. Where gains stand to be made 


| from the currency movement, for 
‘more fundamental reason: weak de- 


| may well fit this category. 


| ceuticals and other chemical pi 


| lished exporters of high-quality g 


| pore sends many more manuf: 





bilateral: trade: between: : Jana an an d pum 
| South Korea will be affect 
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By James Ciad in Singa pore 


‘ingapore manufacturers h 

generally silent aliout pei 
hod recent global trend tha 
rather than undercuts, their 
tive advantage: the yen's marked 
preciation. At first glance, exp 
should be well-placed to reap ben 
from various third-country marke 
ready, because of higher costs, t 









































itself should be easier to penetrat 
But two problems impede e 
lation of these apparent benefits into 


tensible 30% advantage local expo 
have gained over Japanese competitors 
through relative currency movemen 





tle in competition against similar p 
rking out 
of lower-cost countries such as h 
donesia or Thailand. DM 
Secondly, Singapore has only à a com- 
paratively narrow range of products 





— in the refining business and semi-pro- 
cessed goods (where Japan has little re- 
maining competitive capacity), Singa- 
pore’s advantage seems jeopardised. b y 
its high-cost structure. : 

Thirdly, Singapore has invested in 
capacity which is not well-placed to gain 


mand. Shipbuilding and oil-rig servicing 
On the other hand, paints, phar i 


— a category that remainet 
tively resilient vis-à-vis other e 
in Singapore's industrial produi 
dices — are able to compete be 
J apanese products, within and 
Japan. a 

The yen’s rise is also helping est 


(such as teak furniture), who i 
increasing sales for mainly price reas 
The yen's rise has given pharmaceu 
makers — who have a strong, alb 
cialised, place in the Japanese | 
(especially in sales of such i 
penicillin) — an extra edge. But 


goods to the US. And much: 
come from Japanese joint-vent 
tories where, industry sources sa 
yen's appreciation has helped 
sushita's and other consumer. ele 
nics makers order books. ds 
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| LJongkong industry generally sees 
| E E more opportunity in the decline of 
| _ the US dollar, to which its own currency 
| is pegged, than in the rise of the yen. In 
| . fact, it sees more benefits overall to be 
| gained from the recovery in the strength 
| of European currencies — and thus 
| Hongkong's competitiveness in those 
| markets — than from a super-strong 
| yen. 

S The reasons are three-fold: though 
| Japan itself is a growing market, it re- 
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| mains difficult for local manufacturers 
| to penetrate, regardless of relative 
| costs. Also, the reliance of many Hong- 
| kong producers of finished goods on Ja- 
| panese capital goods and components 
| will raise input costs which could erode 
_ gains from the dollars decline and 
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| perhaps put them at a disadvantage 
B. : ; 

eee competitors with access to 
| cheaper, domestically produced inter- 
mediates. Thirdly, Hongkong’s export 
| industry is narrowly based and only ina 
| few products is it competing with Japan 
| in third markets — its competitors being 
| mostly either other newly industrialised 
- countries or domestic producers. 
| . For Hongkong's major export cate- 
| gory, textiles and garments, the yen im- 
| pact is likely to be seen mainly on the 
| import side. Hongkong imports HK$33 
| billion (US$4.2 billion) a year of fabric 
| and yarn of which 20% comes from 
| Japan compared with 38% from China, 
| 21% from Taiwan and 8% from South 
| Korea. Lawrence Mills, head of the 
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"Fhe yen’s sharp appreciation appears 


d T. Goldstein in Taipei 
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| ports could exacerbate what is already a 
| politically dangerous trade surplus, 
| while the costs of some necessary im- 
_ ports from Japan, the island's biggest 
- supplier of goods, will go up. 
. Still, exporters and government offi- 
| cials are emphasising the brighter side 
| ofthe picture for now. Since the NT dol- 
lar is loosely pegged to the US currency, 
Taiwan’s exports, especially those at the 
| lower end of the market, are gaining a 
. Major competitive edge against similar 
| Japanese products. The biggest battle- 
| ground is in the US market, which al- 
| ready,takes almost half of Taiwan's ex- 


| ports. 
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| Currency changes in the US and Europe hold most promise 
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F By Philip Bowring and Emily Lau in Hongkong 


Federation of Hongkong Industries, 
sees an opportunity for China to further 
increase its market share, though in re- 
turn for significantly lower prices manu- 
facturers may have to put up with much 
lower-quality materials than those from 
Japan. Alternatively, suggests Stephen 
Cheong of Lee Wah Weaving, they may 
turn to European or even US suppliers. 

However, as Trade Development 
Council economist Yeung Wai-hong 
points out, some competitors such as 
South Korea are even more dependent 
on Japan than Hongkong. On the other 
hand, South Korea and Taiwan make 
many of their own inter- 
mediates. 

A strong yen will also 
affect Hongkong's re-ex- 
port trade with China. 
Last year, HK$22 billion 
or 41% of imports from 
Japan were re-exported. 
Even though the currency 
changes are unlikely to be 
fully passed on, sales to 
China through Hongkong 
could be curtailed. 

Last year, excluding re- 
exports, Hongkong had a 
HK$27 billion trade gap 
with Tokyo, with domes- 
tic exports at HK$4 bil- 
lion against retained im- 
ports of HK$31 billion. 
Textiles and garments 
were the largest item, 


 Taiwan's low-down blues 


i Gains for Taipei may be less than welcome 


“I think we can expect significant 
gains in the US, particularly in con- 
sumer electronics,” said Su Han-ming, 
senior vice-president and chief 
economist for the International Com- 
mercial Bank of China. He and a 
number of businessmen said that 
technologically less-sophisticated pro- 
ducts such as TV sets and stereos, as 
well as electrical and machine parts, 
could carve out additional market share 
in the US. If the yen stays near its'cur- 
rent level, economists here thought 
Japan would have no choice but to pull 
out of the competition for markets in 
products at the lower end of the price 
scale. 

Another effect of the yca's apprecia- 
tion is that some Japanese manufactur- 
ers and trading companies are coming to 
Taiwan to fill orders for their own over- 
seas customers. A Ministry of Econo- 
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| orts to Japan. 
though substantial percentage increases 
should be possible, the base (only 3.4% 
of total textiles and garments exports) is 
still far too small to have a major im- 
pact. 

In third markets, most hopes from 
the strong yen are placed on electronics, 
which has suffered badly during the past 
year from satiation of US demand. But 
there are expectations now that local 
manufacturers will make inroads into 
Japanese producers’ markets for less- 
sophisticated consumer products. — . 

Some commentators hope that the 
strong yen will spug Japanese invest- 
ment in places such as Hongkong which 
offer lower costs and reasonably skilled 
labour. Others, however, feel that 
Japan will concentrate either on further 
automation to offset labour-cost disad- 
vantages, or invest in factories in major 
markets rather than 
"offshore" export facili- 
ties. 

Less problematic is the 
likely increase in yen- 
powered tourism from 
Japan. Japanese tourists 
accounted for 18.5% of 
last year’s total 3.4 million 
visitors. And on balance 
it should help the finan- 
cial sector. Although the 
Japanese current surplus 
and the surge in yen lend- 
ing are spurring Tokyo’s 
development as a finan- 
cial centre, the strong 
presence of Japanese fi- 
nancial institutions is ex- 
pected to help Hongkong 
relative to other Asian 
centres. Oo 
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mic Affairs official said that in the past 
month, local companies have had a 
surge in orders from Japanese custom- 
ers for products such as kitchen imple- 
ments, hardware and tools, electrical 
parts, and sporting goods. 

The Japanese market itself may be- 
come slightly more penetrable for 
Taiwan's exporters, but the impact is 
likely to be blunted by administrative 
and other barriers to imports for which 
Japan is notorious. The EEC*s protec- 
tionist barriers should also prevent any 
significant increase in export shipments 
there. Demand from Asean nations 
should pick up somewhat, but the vol- 
ume of trade is not high enough to have 
a major impact on Taiwan's economy. 

Trade figures show that Taiwan's ex- 
ports have increased in the past three 
months, but an economic recovery was 
already in progress independent of 
changes in exchange rates. Taiwan's ex- 
ports for November, December and 
January picked up 8%, 11%, and 13% 


eespectively over the same period 12 


months earlier, after six of the previous 
eight months had shown declines. J 
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E American Express Bank 


N ow American Express Bank offers 
"^ you the security, convenience 

and confidentiality of a private account 
in Switzerland - with some important 
extras. 

To start with, you have your choice 
of a full spectrum of global banking 
services: accounts in Swiss francs or 
other major currencies, investment advi- 
sory and asset management services, 
foreign exchange, precious metals. 
And all are provided with American 
Express Bank's traditional commitment 
to excellence. 

Secondly, your personal Account « 
Officer at our Zurich or Geneva 
branches is fully committed to handling 


o Location of American 
Express Bank 
offices in Zurich, 
at Babnbofstrasse 20. 





your affairs swiftly, accurately and 





^ Finally, we not only meet 
your private banking needs; 
we also provide the broad 

range of personal and travel 


with utmost discretion. He coordinates arrangements so valuable to the inter- 


American Express Bank's worldwide 
facilities (82 offices in 39 countries) on 
your behalf, supported by one of 
today's most advanced telecommunica- 
tions and computer networks. 

Our private banking clients enjoy 
still another exceptional advantage: 
access to the worldwide investment 


opportunities available through the 


American Express family of companies 


national client. These include American 
Express Bank Gold Card? privileges 
E our exclusive round-the-clock 
Premier Services?" for the personal and 
business travel needs of certain clients. 
As you see, our concept of private 
banking is truly exceptional in many 
ways. We'd be pleased to give you full 
details on how American Express Bank 
can help you reach your objectives. Visit 


- offering you many additional ways to or telephone us today: In Hong Kong, 
5-844 06 88 ; in Singapore, 225-6350. 
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pr Otect and increase your assets. 
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When you're ready for busi- ^ Government has placed the 
ness, getting your investment welcome mat out to foreign 
up and running, as quickly and investors. Send for a copy 

economically as possible, is of ^ of our investor's handbook 








utmost importance. and find out all the reasons 
In Canada, we do it in less time why Canada could be the 
and with less money. An inde- land of opportunity for your 
company. 


pendent study shows that a 
typical 4,000 to 5,000 m2 Attach your business 
factory can be ready for occu- — card to a copy of this ad 

pancy in Canada in just 27 and post it to: 
weeks, compared to 97 weeks | Investment Canada, 

in the U.K., 77 weeks in Aus- Canadian High Commission 

tralia, 38 weeks in the U.S.A., — PO. Box 10990, 

and 51 weeks in Germany. 50732 Kuala Lumpur, 

With the U.K. cost index at Malaysia TLX 30269 

100, the Canadian factory DOMCAN MA 

would cost 59, with Australia 

at 7O, the U.S. at 110, and Business Cemre: 


Germany at 153. Commission for Canada, 
The 1985 European manage- GPO Box 11142, 
ment survey ranks Canadaas Hong Kong. 

number one in the world in 
energy and mineral resources Ve a — rin 
end among the leaders in VERI 3 
financial dynamics, entrepre- E ee em 
neurial initiative, more highly e 
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labour availability, and 
marketing characteristics. 
With the formation of Invest- 
ment Canada, the Canadian 
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The prestige of the number one address in the business 
world. The esteem of the tallest building in Asia. The 
efficiency of one of the most modern office buildings in 
the world. 

That's the difference moving into OUB Centre, One 
Raffles Place can make to your company's image and 
ability to succeed in today's highly competitive business 
environment. 
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subleasing sale or transfer as the case may be on the part of either the Developer or the individual sublessees or purchasers." 
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Afghanistan's economic woes become apparent 


By Mohammed Aftab in Islamabad 


A seven years of war, the Afghan 
economy is in a quagmire. Things 
are growing steadily worse for an al- 
ready-poor country, considered one of 
the least-developed in the world. 

In the shops of the fashionable 
Shahar-e-Nau and Jadah-e-Maiwand, 
angi Chicken Street in Kabul, business is 
as usual. Hundreds of customers daily 
flock there to buy goods ranging from 
carpets to Western and Indian video 
and music cassettes, Japanese electro- 
nic appliances, fresh fruit and Kabul- 
bottled Fanta and Coke. 

Starved of Western goods at home, So- 
viet soldiers mingle with what is left of the 
į Afghan middle class to buy or window- 

op. But, only a few miles out of this 

aradise" of 2 million Kabulis, the 
realities of life are stark. Most villagers 
have to be content with what they can 
eke out of a poor soil. The mujahideen 
often live on leavened bread dunked in 
tea as their main meal, occasionally 
supplemented with some vegetables or 
fruit. Even in Kabul, there are power 
cuts and reduced water supplies, though 
there is no shortage of food. 

The rapid succession — from monar- 
chy to Soviet-fostered state — weuld 
have been traumatic for any poor, Third 
World nation. But Afghanistan experi- 
enced it as a largely tribal society. Of its 
15 million population, a quarter have 
fled to Pakistan, Iran or the West since 
the Soviet military intervention in De- 
cember 1979. 

Seven years after the Soviet troops 
marched into Afghanistan and installed 
Babrak Karmal as the president and 
new head of the communist party, 

abul is beginning to worry about the 

ate of the economy. A new five-year 
plan is ready to be launched. What de- 
tails are available indicate that its em- 
_ phasis will be on industry. 

Economic growth, estimated by the 
regime at less than 2% a year since the 
communist takeover in 1978, will rise by 
25% during the next five years, accord- 
ing to Sarwar Mangal, president of the 
State Planning Committee. The plan 
does not set detailed targets, because 
very little of the economy — or the na- 
tion's territory — is under the regime's 
control. But Kabul claims that the pro- 
posed investment target is several times 
higher than that of the past two decades. 

The futility of the planning exercise 
is aptly described by Najibullah, secret- 
ary of the central committee of the Peo- 
ples’ Democratic Party of Afghanistan. 
Najibullah told a correspondent that 
35% of the country is under the regime's 
control; Afghan resistance groups cred- 
it Karmal with control over 10% of the 
nation's 648,000 km2. The regime is be- 
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lieved to control the “city state” of 
Kabul alone. 

Gross national product contracted in 
1979-80, and stayed largely flat for the 
next three years. The 1984-85 GNP was 
estimated at Afs 153.5 billion — little 
changed from the 1978-79 level of Afs 
142.7 billion. Industrialisation over the 
five-year span of the plan will cost Afs 
115 billion. (The official rate of ex- 
change is Afs 50.6:US$1, but on the 
open market the rate is Afs 139:US$1.) 

Construction and road updating and 
other infrastructure work will continue 
to receive a high priority under the plan, 
and in the annual budgets. 

The government has not tried to turn 
trade into a state monopoly — a policy 
likely to continue. The regime does not 
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Afghan farmers: subsistence economy. 





want to alienate the traders, and it 
wants market forces to operate to make 
consumer goods available. The traders 
account for 45% of foreign trade, and 
almost 80% of domestic business. Rec- 
ognising the traders’ role in keeping the 
wheels of the economy moving, the 
party has dubbed them “national 
çapitalists.” But, the government is al- 
ready involved with bulk imports like 
fuel, grain, fertilisers and state-sector 
requirements — mainly war-related. 


Rum has seen its per capita in- 
come grow only 3*5 a year (in con- 
stant prices) from the 1978 level of 
US$130. Analysts now estimate it at 
around US$168. Commerce Minister 


e Mohammed Khan Jalalyar estimates in- 


flation at 2076 a year over the past five 
years but Western analysts put the fig- 
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ure at 25%. The war has been the main 
cause, and has resulted in declines in all 
types of production. 

Kabul must increasingly depend on 
the Soviet Union for aid and trade, both 
because war has hurt its relations with 
Western partners, and to comply with 
Moscow's policy. Some 60% of foreign 
trade now is with Moscow, instead of 
40% in pre-communist days. It has to 
buy oil from the Soviets — instead of 
Iran — besides sugar, wheat, vehicles 
and war-related goods. Imports from 
the Soviets are financed partly through 
annual sales of 2.4 billion m3 of na- 
tural gas at prices below world-market 
levels, as well as cotton, wool, fruit and 
other commodities. Afghanistan's main 
products include carpets and textiles, 
pelts, wheat, cotton, minerals and na- 
tural gas. 

Afghanistan's total exports are 
about US$660 million a year, more than 
double the 1978-79 level. Pakistan, Bri- 
tain, India and other Asian nations were 
formerly the main destinations for Af- 
ghan exports. Imports more than dou- 
bled to US$964 million in 1985 from the 
1978 level of US$419 million. Imports 
from the Soviet Union make up some 
55% of the total, followed by Japan, 
Pakistan, India and Britain. Even a 
major part of the goods of non-Soviet 
origin are routed through Moscow to 
ensure subsidised or cheaper transport, 
and to reduce dependence on Pakistan's 
Karachi port facilities (the traditional 
transit route for Afghan foreign trade). 

Occasionally in the past, when Kabul 
had a trade surplus with Moscow, the 
Soviets kept the balance in roubles, 
These were sometimes converted into 
Western currencies to permit Kabul to 
import consumer goods. 

Less than 15% of Afghan land is ara- 
ble, of which only 4 million ha are annu- 
ally cultivated, the rest being left fallow. 


Most people in the countryside live on | 


subsistence farming. 

Afghanistan is thus left to depend on 
Soviet assistance. The Soviets pledged 
US$300 million in 1984, while the dis- 
bursements that year were US$400 mil- 
lion in project assistance and com- 
modities. Additional project assistance 
was provided under a new agreement 
signed in February 1985. The assistance 
will be some two-thirds in grants, long- 
repayment terms for credit and com- 
modity aid. 

A major portion of the Soviet aid is 
for the war, including equipment and 
infrastructure. Some commodity aid is 
also war-related, and covers items like 
trucks and petroleum. The Afghans also 
received US$12 million in assistance 
from East European nations in 1984. 

It may take decades to pull Afghanis- 
tan out of its present sorry state. A suc- 
cessful implementation of the new plan 
will only show how far the Soviet- 
backed Karmal regime can go in impro- 
ving the chances of its own, and, the 
country’s, survival. g 
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| k By Shada Islam in Brussels 

| Ẹgnoring the protectionist filibustering 
[c lof their French, Greek, Spanish and 
| Portuguese. colleagues, EEC trade 
| ministers have given their approval to a 
| series of limited. improvements in 
| Europe's textile-import policy. 

| | Instead of repeating their traditional 
| calls for stricter import surveillance, 
| European Commission textile 
| negotiators have been authorised to 
| adopt a more flexible stance when they 
ie go to Geneva in April to discuss the fu- 
| ture of the Multi-Fibre Arrangement 
| (MFA). The EEC negotiating position 
| will “lead to a gradual liberalisation of 
| trade in textile products," promised 
| Dutch Trade Minister Frits Bolkestein, 
| whoisalso current chairman of the EEC 
| council of trade ministers, after the tex- 
| tiles debate held in Luxembourg on 18 
| February. 

Although some of his proposals for a 
. more open textile regime have been wa- 
| tered down by ministers, EEC External 
pie Commissioner Willy de Clercq 
| also appeared confident that Europe's 
| free traders (including West Germany, 
| Denmark, Holland and, this time 
| around, Britain) would be able to keep 
| in check the more protectionist ardour 
| oftheir southern neighbours, and their 
| powerful textile lobbies, during the up- 
| coming MFA talks. 

| | “We're satisfied with the results of 
| the Luxembourg meeting," stressed de 
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| By S. Kamaluddin in Dhaka 
| "q"he EEC is finalising a scheme to pro- 
| & vide membership of its Export-Earn- 
3 ings Stabilisation Scheme (Stabex) to 
| Bangladesh, to take effect this year. The 
| aid will cover three major export items: 
| jute, tea and leather. Bangladesh thus 
| becomes the first Asian country to get 
| Stabex aid (which cushions exporters 
| against major falls in annual earnings 
| from specified commodities), though 
| J Nepal and Laos are likely to follow. 
| . In November, when Dhaka asked 
| the EEC to extend Stabex facilities for 
| its major export items with effect from 
| 1985, the EEC was believed to have ag- 
| reed to start it from 1987. But Claude 
[| Cheysson, member of the Commission 
| of the European Community with spe- 
. | cial responsibilities for North-South and 
| Mediterranean policy, told the REVIEW 
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An unhappy medium 
EEC textile rules may please neither buyers nor sellers 


Clercq, “because commission calls for a 
more liberal new textile arrangement 
have been backed up by a majority of 


did result in an unexpected success for 


ministers." 
But, while the Luxembourg meeting 


Europe's free traders, ministers were in 
fact only able to take decisions on eight 
of the 35 proposals for changes in the 
EEC's textile-import regime made by 
the commission. Decisions on the re- 
maining issues will be taken on 1l 
March, if Greece, Spain and Portugal 
agree to go along with the other nine 
EEC states. 

In a key political gesture aimed at 
wooing still reluctant Third World 
countries into participating in the new 
Gatt round, EEC 
negotiators in Geneva 
have been authorised 
to establish a link be- 
tween the MFA negoti- 
ations and other Gatt 
discussions on li- 
beralisation of world 
trade. 

The EEC will also 
take steps to reduce 
the number of its textile 
quotas (currently put at 
about 600) by 25% as 
proof of its commit- 
ment to phasing out the 
MFA. But, the reduc- 


Both hands giveth 


| Bangladesh wins concessions from two large trading partners 
> 


pected to be provided to Bangladesh 
this year. He also hinted that 
Bangladesh tea alone may get compen- 
satory benefits of about US$8 million in 
the first year, due to wide price fluctua- 
tion. Last year, tea prices fell by almost 
52% , and no relief is in sight. 

The EEC appears concerned that 
benefits may not pass fully to growers, 
and has requested Bangladesh to pro- 
tect farmers’ interest. It may notebe dif- 


ficult to benefit the producers of tea and 


leather, but jute-growers are another 
issue. Unlike tea and leather, jute pro- 
ducers have no direct links with the ex- 
port business. 

The extension of Stabex to non-A[- 
rican-Pacific-Caribbean countries was 
made in line with the recommendationse 
of the UN conference of the least-de- 
veloped countries held in 1981. Cur- 
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cent years. Since the quota removals 
will be considered on a case-by-case 
basis, exporters like Hongkong, South 
Korea and Singapore, which routinely 
use up all their quotas, will not bene- 
fit. ( 
EEC officials confessed, however, 
that while this represented a "major 
concession" on. paper, the struggle to 
eliminate quotas might be more dif- 
ficult in practice. “The falling dol- 
lar and fears of sudden diversion of 
Third World textiles from the USeto 
the EEC market, will make our im- 
porters reluctant to*give up the protec- 
tion offered by quotas," predicted one 
EEC trade expert. Third World coun- 
tries that often get higher quotas 
in one category in exchange for under- 
utilised quotas in another might also 
find themselves resisting the EE 
moves. af 
Ministers have also agreed to “intr 
duce more flexibility” into the muc 
detested anti-surge clause and the 
"basket-exit^ me- 
chanism which gives 
the EEC the right 
to apply restrictions 
on non-quota exports 
whenever they over- 
shoot a pre-set thres- 
hold. 
The separate anti- 
surge clause in the 
EEC’s current bilateral 
agreements will be. in- 
corporated into a wider- 
ranging and less-con- 


spicuous consultation 
clause in new  bi- 
lateral pacts. The 


rently, about 66 countries are enjoying 
the facilities. , 
Meanwhile, Bangladesh signed 24 
controversial two-year textiles tra 
agreement with the US in February, ef- 
fective from 1 February. This provides 
for exports of 4 million dozen ready- 
made garments in eight categories (in- 
cluding synthetic shirts; cotton shirts; 
cotton gloves; cotton ladies’ blouses; 
women’s pants and coats, and cotton 
trousers) a year. Besides, 160,000 dozen 
cotton shirts lying at various points in 
the US as distressed cargo (following 
the imposition of quotas on this item 
late last year [REVIEW, 30 Jan.]), would 
be allowed entry into the US and the en- 
tire amount would be lifted by 7 March. 
While it is being debated whether it 
was wise to sign such an agreement 
when a new round of global negotia- 
tions on the Multi-Fibre Arrangement- 
IV are already scheduled, official 
sources claim that this will at least solve 
the crisis caused by the quota restric- 
tion. Although provision has been made 
in the agreement for a 6% automatic in- 
crease in quota levels for each category, 


eins Ari. ak T ` 


E TE TEN z > i 
aN EC! AI? REVITA: 
LUNUN C REVIEW 


MARCH 1986 e FAR EASTERN E 

Á L AS > AN 7 4 à E 

ti e em 6 E el ? 
, ° " è d T 













thresholds which trigger application of 
the basket mechanisms will also be 
higher. 

EEC Commission demands for “dif- 
ferentiation” between developing coun- 
tries, based on their performance in 
EEC markets, have been upheld by 
ministers. While there will be no cut- 
backs in the quotas given to the four so- 
called “dominant suppliers,” exports 
from Hongkong, South: Korea, Macau 
and Taiwan will be frozen at current ex- 
port levels. The commission's mandate 
allows it to keep the annual growth rates 
under 1% for these four “super-com- 
petitive" nations. 

Other Third Wofld textiles exporters 
will be allowed to increase their sales to 
the EEC by about 2-6% every year. The 
annual growth rate for the smaller and 
newer textile suppliers will be higher 
than 6%. 

In another move aimed at liberalis- 
ing textiles imports, exporters will be 
iven more leeway in transferring 
nder-utilised quotas from one EEC 
country to another. 

The EEC's new negotiating stand 
has already been denounced as too 
generous by its domestic textiles manu- 
facturers. Ministers have let political 
factors determine the community's tex- 
tiles policy, complained Camille Blum 
of the EEC Textile Manufacturers’ As- 
sociation, Comitextil. “The link with 
Gatt round is a key factor in the com- 
munity's more liberal MFA stance,” he 
claimed. “But we want economic ques- 
tions to be taken into account.” 

Blum stressed that the growth rates 
being suggested by the EEC Commis- 
sion were unacceptable at a time when 
EEC consumption of textiles was only 
growing at a rate of 1% a year. oO 






it is not clear if the accord would fore- 
close the possibility of new call notices 
1 other categories not covered. 

While Commerce Minister’ Kazi 
afar Ahmed and the permanent Com- 
merce Secretary Golam Mustafa, who 
led the delegation and signed the agree- 
ment, asserted that the . agreement 
would ensure marketing of six months’ 
production of the country's fledgeling 
garment industry, trade circles are not 
convinced.e 

Manufacturers are unhappy; they 
say that the industry's export growth in 
the vast US market has been com- 
promised. They point out that during 
fiscal 1984, garment exports to the US 
totalled only US$37 million, rising to 
US$115 million in 1985. Now, the value 
of garment exports to the US in 1986 
will be held to around US$100 million. 

The US quota shock. nevertheless 
jolted the industry into the realisation 
that there cannot be an endless market 
for their current range of garments, and 
unless they try to diversify their pro- 
ducts, they will not be able to survive in 
this most competitive market. R 
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Seoul's top trade negotiator falls to bureaucratic jealousy ; | p : 


By Paul Ensor in Seoul 


pe olowing the January reshuffle of South Korea's economic ministers, re- 
verberations among the lower ranks have produced a notable change — 
which could affect the country's ability to negotiate decisively in trade disputes - 
with the US. In a dramatic sweep, incoming Deputy Prime Minister and Eco- 
nomic Planning Minister Kim Mahn Je, soon after taking office, dissolved bun 
International Economie Policy Council (IEPC), which has played a key role as 
organiser of the various ministries involved in trade negotiations with the US. 
Commenting on the affair recently, Kim reflected that the IEPC had ES 
come the centre of bureaucratic, and political controversies — “The IEPC's | 


creation led to more domestic friction than the friction abroad it was meant to "e 


prevent," he said. 

IEPC was a victim of public opinion — negotiating with the US on trade is- 
sues at a time when public sentiment has been strongly against maki 
sions to Washington, which has been regularly painted in the press as e 
and unfair. IEPC has been synonymous with its former director, Kim Kihwan, - 
an outspoken proponent of import liberalisation who has been the country’ s 
most prominent trade negotiator since he assumed his IEPC in 1984. 


With a predominantly academic backround, which included a long period is : 
ris | 


of teaching in the US, Kim Kihwan has impressed his American counterpar 
with his sharp negotiating style and perfect command of English. He also ap- — 
pears to have impressed President Chun Doo Hwan, who entrusted him with 
the difficult job of heading the South | 
Korean delegation in a series of talks _ 


ters which began in 1984. 

In the latter half of last year whea 
trade problems with the US reacheda . 
peak, Kim suffered at the hands of — 


overly liberal and internationalist, — 
can counterparts on market-opening 


The attacks were partly a reflection of - 
ntled bureaucrats in other minis- 


being carried out over their heads. 
IEPC had evolved into something | 
like the Office of the US Trade Rep- - 
resentative in Washington, both as 
coordinator and initiator of policies — 





quently raised bureaucratic bile: in i 






PONS 
Kim Mahn Je: dramatic sweep. garding two outstanding disputes - 
(US calls for an opening of the South 
Korean insurance market and more adequate protection of US intellectual | 
property rights), the IEPC convinced other ministries involved that if conces- 
sions were made quickly, an agreement was in sight. 

Although pleased, the Americans did not respond, suggesting more talks - 
after Christmas. “We had laid all of our cards on the table, and they just 
walked away," complained one official. 

By: MU ME erts IEPC, the incoming deputy prime minister has pleased a 
bureaucracy which he, as top economic minister, has repeatedly stressed he 
wants to bring into closer cohesion. The future of his fellow liberal Kim 
Kivhan is not clear, however. A high-level source within the Economic Plan- 
ning Board suggested that Kim Kihwan may be elevated from his current rank © 
of vice-minister, to minister without porn to act as ueneno trade 


negotiator. 


Kim Mahn Je hopes to bring international policy coordination more tightly 
under his own control, and at the same time, 5: 








and too eager to agree with his Ameri- — 


in trade disputes. The lead it took fre- V 
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conces- | 


with North Korea on economic mat- : 


the local press, which painted him as - 3 


initiatives coming from Washington. __ 


pe 


ve back some oftheinitiativeon — 


tries who disliked seeing negotiations ; 3 


talks in December with the US re- . = ; 


individual issues to the ministries concerned. How this will work, at a time j : 


when the country is finding itself in need of an effective machinery to cope with . 
trade disputes, i is unclear. The US side, however, will almost certainly y 
communication with Seoul more frustrating. 
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| P apua New Guinea's highlanders are 
| E relishing the prospect of a cash-in- 
| come surge this year as world coffee 
| prices mount rapidly after a drought 
| caused crop failure in Brazil. 
| The virtual absence of the biggest 
| supplier from world markets led to the 
| International Coffee Organisation 
| (ICO) suspending its quota-marketing 
| system on 19 February. The 48 producer 
| members are now free to sell what they 
| can in the 26 consumer-member coun- 
| tries (and elsewhere) at any price they 
| can get. 
| . For Papua New Guinea exporters, 
| the Brazilian factor has pushed prices 
| up from around Kina 2,400 (US$2,494) 
| a tonne late last year to about Kina 
|. 3,500. tonne, with some quality export- 
| ers getting Kina 4,000 a tonne. 
| Minister for Primary Industry Iam- 
| bakey Okuk forecasts that Papua New 
| Guinea's export earnings from coffee 
| will expand to about Kina 200 million in 
| calendar 1986 from last year's Kina 120 
| million (which was about 14% of total 
| exports, and second only to copper). 
| Okuk cautioned that the boom 
| would not last. The government's Cof- 
| fee Industry Board (CIB) also said that 
| quotas could be re-introduced as early 
| as September (or as late as two years 
| hence) depending on Brazil's recovery. 
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| d tion of Ships, designed to curb the 
.| worst abuses of the “open-registry” sys- 
| tem, or so-called flags-of-convenience, 
| falis far short of the hopes once har- 
| boured by many developing countries 
| for their elimination, and could take 
| many years to put into effect. 

| X Theconvention, formally adopted in 
| Geneva in February by some 100 na- 
| tions from the West, the Soviet bloc and 
| the Third World, stipulates that there 
| must be a “genuine link" between a ship 
| and the flag it flies, and lays down rules 
| for supervision of ships by flag states, 
| ownership and manning. But the code's 
' provisions still provide scope for con- 
.| tinuation of the open-registry system. 

b About a third of the world's shipping 
| fleet is registered with one of the 
| five “open-registry” states: Liberia, 
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| Papua New Guinea coffee-growers reap a windfall crop 


| By Hamish McDonald in Mt Hagen, Papua New Guinea 


The board also warns that large stocks 
held by some producers — especially 


Colombia, with 12 million bags 
stockpiled — could ease prices if re- 
leased quickly. 


However, the authorities see the 
free-market interlude as an opportunity 
for a lasting lift in market access. “We 
are trying to maximise production and 
exports so we can go back to the [CO 
and negotiate for a larger quota,” said 
CIB chief executive Ricky Mitio. 

Prior to the ICO suspension, Papua 
New Guinea had a quota of 630,000 
bags out of the 58 million-bag total 
global quota (17 bags of green beans toa 
tonne). With production at 850,000 
bags a year, Papua New Guinea has 
been selling its non-quota surplus to 
countries outside the international cof- 
fee agreement, at about half the quota 
price. A resolution by agreement mem- 
bers in October required all such ex- 
quota sales to be at quota prices. This 
firmed up prices, but possibly also 
added to stockpiles. 

Extension work by agricultural offi- 
cials and provision of cheap credit will 
be aimed at expanding output to about 1 
million bags by 1990, with a similar rise 
in the quota as well. Much of this will 
come from smallholders, who already 
account for about 70% of production. 


| Open to interpretation 


HA UN code to curb flags of convenience falls short of its aims 


Panama, Cyprus, the Bahamas or Ber- 
muda. These currently impose few reg- 
ulations on how the ships under their 
flag are operated. 

Developing countries claim that 
flags-of-convenience stifle development 
of their own merchant marines by allow- 
ing Western companies to recruit low- 
wage foreign crews. Cost-cutting by 
shifting to flags-of-convenience has 
exacerbated the present gross cver-ca- 
pacity in world shipping, now reckoned 
to equal a third of total tonnage. 

US companies are the biggest users 
of flags-of-convenience, with a quarter 
of open-registry tonnage, followed 
closely by shipowners from Hongkong 
and, some way behind, Japan. Philip 
Loree, chairman of the Federation of 
American-controlled Shipping, said 
after the signing of the convention that 
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tates and small growers are waiting for 
the coffee cherries to appear on bushes. 
Harvesting starts in April and runs until 
September, with most of the product a 
high-quality arabica bean that sells well 
in Europe, the US and Australasia. 

An unusually high proportion of 
earnings from export sales, about 75%, 
gets back to growers. “There is no coun- 
try in the world like Papua New Guinea 
where the farmer gets so much cash for 
his crop," said manager Mathias Boehm | 
of Kumul Kopi Exports in Mt Hagen. 

Cash is the word. From April, she 
coffee-exporting companies send out 
buyers to purchase the coffee — either 
as green cherries or as sun-dried “parch- 
ment” — from smallholders waiting by 


Okuk: coffee earnings to expand. 


it simply legitimised the open-registry 
system. “It will operate exactly as in the 
past," he said. This was naturally de- 
nied by the UN Conference on Trade 
and Development (Unctad), whi’ 
drew up the pact. 

The convention insists that flag- 
states set up a competent national 
maritime administration (some states . 
have none at present) and take respon- 
sibility for the legal supervision of ships 
registered with them — this includes 
compliance with international rules on 
safety at sea, conditions of employment 
and the prevention of pollution. The 
flag state must also establish who is ac- 
countable for the ship's affairs, for 
example, in cases of accidents, and be 
satisfied that the operator can meet nor- 
mal financial obligations. 


he shipowning company must be 

based in the flag state or have an 
agent there legally responsible for the 
company's business. In addition, states 
must satisfy either manning or owner- 
ship requirements, though they can do 
both. On manning, the convention says 
a "satisfactory part" of the ship's crew 
must be nationals or resident in the flag 


x j NT P 
ere ee eee S 


De < ` » E oui » e 

B MARCH QQ EA FAS) ER ECA ay ^ RFVIE! YT 
< BO MARGA 1300 e FAR E. CAIN EULUNUIVIIU REVIEW 
| a E ~ " $ "m "PN wth: Ete roy . 


the roadside. With an average Kina 400- 
500 in the hands of otherwise subsis- 
tence farmers (in many cases. much 
more), shops and dealerships in towns 
like Goroka and Mt Hagen can expect a 
spending spree later in the year. Many 
growers opt to spend their earnings — 
either individual savings or pooled re- 
sources — to buy small trucks and mini- 
buses that can be put to commercial use 
on the bustling highlands highway that 
runs up from Lae. | 

The prospect of coffee buyers driv- 
ing isolated roads with large amounts of 
cash also delights the “rascal” gangs that 
operate like highwaymen through the 
highlands. Hold-ups of coffee-buyers, 
recently with stolen guns, are com- 
monplace and have caused insurance 
problems for some coffee processors. 

“This year the coffee-buyers will 
have more money in their cars, so they 
are more likely to be attacked by ras- 
als,” said Kumul Kopi’s Boehm. 

Papua New Guinea Police Commis- 
sioner David Tasion is also worried 
about the unprecedented amount of 
cash flowing around the highlands. 
After consulting local police chiefs, he is 
preparing elaborate counter-measures, 
including use of police decoys, to trap 
the gangs. 

Authorities have tried for years to 
devise a system of cheque payment or 
credits that would avoid the problem. 
But the growers insist on their payment 
in cash, and for the buyers to come to 
them rather than they go to the coffee 
factories in expensive local transport. 
Such is the competition for supplies 
among exporters that they get what they 
want. R 

















































state. On ownership, it says the state’s 
laws and regulations must be sufficient 
for it “to exercise effectively its jurisdic- 
ion and control over ships flying its 
lag.” The convention expressly encour- 
ages labour-supplying countries, which 
include the Philippines and South 
Korea, to do bilateral deals with other 
flag states to protect seafarers’ interests. 

It looks good on paper. How far the 
convention will force higher standards 
on flag states in practice is less clear. 

First reactions from the Asian ship- 
ping countries have been muted. “It’s 
not a grand step forward,” said one 
Geneva-based expert, arguing that the 
most important provisions were those 
relating to identification and accounta- 
bility, which would help track down per- 
petrators of maritime fraud. 

The convention, 10 years in prepara- 
tion, cannot come into force until a 
minimum of 40 countries representing 
at least a quarter of the world’s shipping 
tonnage have ratified it. This could take 
a further 10 years, according to officials 
at Unctad. Even then, it is not certain 
whether the open-registry states will 
ratify, they say, though they will be 
under heavy pressure to do so. A) 
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Only one of the advantages 
of staying at the 
New Otani 





HOTEL NEW OTANI SINGAPORE 


177A River Valley Road, Singapore 0617. E 


n Tel: 3383333 omfortable lounging robe found in every room 


For reservation and information, please contact The New Otani International Sales Offices: 

In the United States (800)421-8795. Toll-Free. California (800)252-0197. Toll-Free. Hawaii (808)923-1555, 
United Kingdom (01)731-4231, Japan (03)264-1672. Hotel New Otani Regional Sales Offices: | į 
In Bangkok 2861227/2864101/2866562 Tix: 82195, Kuala Lumpur 501109/501110 Tix: MA 38642, 
Hong Kong 5-292723/298313 Tix: HX 86025. Reservations are also available through Utell International, 
Int'l Airlines or Travel Agents throughout the world. 
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Tomorrow’s drugs today 


NICs want a share of the lucrative biotechnology market 


| By Stephanie Yanchinski in Singapore 


Fe the past 20 years biotechnology 
has been considered the private pre- 
serve of the US, Europe and more lately 
Japan. But most of the newly indus- 
trialised countries (NICs) — Singapore, 
South Korea, Taiwan — are casting pre- 
datory eyes on the untapped Asian mar- 
ket for biotechnology products, and 
challenging the leaders with their own 
programmes. 

As their traditional industries 
slumped, South Korea, Taiwan, and 
Singapore stepped up efforts to nurture 
the seeds of new hi-tech industries, in- 
cluding biotechnology. Generous bank 
loans, tax incentives and hefty develop- 
ment grants support company restruc- 
turing and commercial start-ups. As à 
result, last year saw three biotech- 


nology firms launched in Taiwan and 
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four settled into Singapore's Science 
Park. 

Singapore's government-supported 
programme is among the most com- 
prehensive. In August, Singapore an- 
nounced a S$100 million. (US$46.7 
million) fund for cheap loans and equity 
investment to promote hi-tech ven- 
tures. 

Up to 50% of investment in new 
equipment or renovating plant can be 
written off against tax. The government 
also awards “pioneer,” tax-free status 
to deserving new companies over the 
first five years. Product Development 
Assistance Grants worth up to S$2 mil- 
lion are available to help convert draw- 
ing-board ideas into commercial pro- 
ducts. 

Unfortunately, without ʻa well- 
fougded local pharmaceutical industry, 
as in South Korea, Singapore lacks the 
production facilities, marketing muscle 
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and technological expertise necessary to 
make the most of innovations in 
biotechnology. In South Korea, for 
example, over the past 25 years the pro- 
duction of soy sauce and rice wine 
gradually laid the foundations for the 
manufacture of amino acids, enzymes 
and antibiotics. In 1984, the total value 
of fermentation products in South 
Korea amounted to more than US$3.4 
billion, of which pharmaceuticals from 
fermentation, mostly antibiotics, blood 
fractions and vaccines, racked up 
US$515 million’ Such a well-estab- 
lished pharmaceutical business gives 
South Korea a substantial commercial 
and technological edge over competi- 
tors. 

Modern biotechnology involves 
using unique strains of bacteria or 
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Singapore, Taiwan, South Korea electronics workers: launching into new areas. 


yeasts, created by the technique of 
genetic engineering, to produce high- 
quality drugs, food products, and chem- 
icals. Genetic engineering is a technique 
where the genetic material, or DNA, of 
these microbes is rearranged to incorpo- 
rate foreign genes. These transplanted 
genes programme the cell to produce 
large quantities of rare substances, such 
as human hormones or scarce bloo 
proteins, virtually unobtainable be- 
fore. 4 


lready Singapore, Taiwan and 
South Korea are vying to be the 
first in the region to market a genetically 
engineered vaccine against hepatitis B, 
a serious form of jaundice linked to 
liver cancer, which is endemic through- 
out Asia. 
More than 200 million people through- 
out the world carry the hepatitis virus, 
and 70% of them live in Asia. So a 





cheap, effective vaccine has been the 
goal of half a dozen major pharmaceuti- 
cal companies in the West as well as the 
East. 

In general, however, government 
policy in the region places less emphasis 
on genetic engineering and more on 
biotechnology -processes with im- 
mediate commercial markets, such as 
food enzymes:; and flavourings, new 
sources of energy, cash-crop improve- 
ment, animal; hormones, biopesticides 
and pollution. control. Diagnostic kits 
based on ‘hybridoma technology, 
another pillar of the biotechnology in- 
dustry, to detect e&demic cancers and 
infectious diseases top all three govern- 
ments' lists of biotechnology priori- 
ties. 

Despite this shared commercial 
focus, each country faces its own prob- 
lems in implementing a biotechnology 
strategy to achieve them. For example, 


Life Science Division, National Scien 

Council, and president of the Develop- 
ment Centre for Biotechnology, com- 
plains that the antiquated public-health 
system in his country *cannot evaluate 


in Taiwan Tien Weirhen, director "o 


genetic-engineering products" and will 
delay the application of the new tech- 
nology. 

Meanwhile, Singapore faces crip- 
pling shortages of trained manpower, 
while South Korea’s major problem is a 
lack of a clear patent policy for protect- 
ing inventions. This could inhibit, the 
growth of local biotechnology com- 
panies and discourage foreign invest- 
ment, according to Si Myung Byun, a 
senior professor at the Korea Advanced 
Institute of Science and Technology 
(KAIST). 

As an entrepót centre with only a 
small pool of applied microbiologists, 
and process engineers, Singapore must 
work hard to catch up with South Korea 
and especially Taiwan. Taiwanese ex- 


e| patriates, with a number of years ex- 


perience in large American corpora- 
tions — such as Monsanto, Miles, 
Wyeth and Pfizer — staff Taiwan’s new 
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ogy. . 
-— Recently, the Singapore Govern- 
ment moved to correct this. To solve the 
manpower crisis the National Univer- 
sity of Singapore restructured degree 
and graduate courses in microbiology, 
biochemistry, medicine, botany, zool- 
ogy and chemical engineering to include 
more applied biology. Anew S$65 mil- 
lion Institute for Molecular and Cell 
Biology, headed by top molecular 
biologist Chris Tan, is being built 
asea training and contract-research 
centre. | | 
As in Taiwan amd South Korea, the 
purpose of the new Singaporean 
biotechnology institute is to lure back 
locally born scientists from comfortable 
niches in the US or Japan where they 
sometimes feel unappreciated, offering 
them salaries often well in excess of 
$$100,000 a year. But it should also 


D. as a carrot to attract foreign multi- 






ationals. 

To expatriates used to lavish budgets 
abroad, research funds in any of these 
three countries would seem modest. 
Since 1981, Singapore's Science Council 
has channelled only S$6.5 million from 
its S$50 million Research and Develop- 
ment Assistance Grant into biotechnol- 
Ogy. | 
— In Taiwan, Tien estimates his gov- 
ernment spends no more than US$10 
million a year on biotechnology, while 
the South Korean Ministry of Science 
and Technology sets aside US$50 mil- 
lion a year for the biosciences, with 
about 20% earmarked for biotechnol- 
ogy. These figures are dwarfed by the 
annual budget for the US National 
Institutes of Health, the major funder 
of biotechnology research, which 
amounted to a hefty US$4.3 billion in 
1984. 

* 


ut the NICs' money serves a differ- 

ent purpose, for it is intended to 
support only projects with clear com- 
mercial goals, not broad-based re- 
search. It also acts as seed money to at- 
tract local firms to put their own invest- 
ment into biotechnology. 

The policy seems to have worked 
especially well in South Korea, where 
huge localeonglomerates, such as Sam- 
sung Co., have invested heavily in 
biotechnology, with projects ranging 
from genetically engineered interferon, 
to food flavourings and an artificial 
sweetener. Hyundai, the shipping and 
construction conglomerate, is also con- 
sidering a hefty investment. The Ko- 
rean Genetic Engineering Research As- 
sociation of Genetic Engineering al- 
ready boasts 19 company members, 
which by 1985 had invested US$15 
million in genetic-engineering  re- 
search. 

Despite their determination to be in- 
dependent, the transfer of ideas and 
skills from the West will be crucially im- 


portant to these NICs over the next few 
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ars. Biotechnology moves very 
quickly, and without the “critical mass” 
of experienced scientists and process 
engineers these countries must depend 
heavily on licensing inventions and 
collaboration with foreign multina- 
tionals until they build up their own 
centres. 

Singapore Biotechnology, for exam- 
ple, one of the six biotechnology com- 
panies now established in this island 
state's Science Park, is negotiating 
with the American drug giant Merck, 
Sharp and Dohm (MSD) for rights to 
MSD’s genetically engineered hepatitis 
vaccine, rather than developing its 
own. 

Even Taiwan, whose biotechnology 
centre is well-supported by a dozen 
local firms, among them Sing Tone 
Pharmaceutical Co., chose to market an 
off-the-shelf hepatitis vaccine from the 
French company Pasteur Vaccins. 
South Korea, too, has aggressively been 
scouring the world for opportunities to 
license. For example, Korean Green 
Cross sells under licence a pregnancy kit 
based on a sophisticated immunological 
assay. 

Green Cross also acquired the tech- 
nology to manufacture hepatitis B vac- 
cine and interferon, a promising anti- 
cancer agent, from foreign suppliers, 
but their manufacturing process is now 
outdated by genetic engineering. So 
company scientists, together with re- 
searchers at the government-backed 
KAIST, are working overtime to deve- 
lop their own genetically engineered 
products. 

Close partnership with foreign com- 
panies brings with it penalties other 
than outmoded technology. For exam- 
ple, after many months of negotiation, 
Singapore Biotechnology and MSD still 
cannot agree on the terms for the trans- 
fer of technology, including royalties, 
and the sensitive issue of price. Singa- 
pore's hepatitis project — which in- 
volves building a multimillion-dollar 
production facility — is designated an 
Asean industrial project, but further in- 
vestment depends on agreement with 
MSD. 

This over-reliance on foreign good- 
will might backfire in other ways, if pro- 
tectionism in the West, either to shore 
up local industry, or safeguard strategic 
interest, halts the flow of new 
technologies. Singapore quieted some 
fears by agreeing to cooperate with the 
US to prevent the diversion of sensitive 
hi-tech products to the Soviet-bloc 
countries through this free-trading 
port. 

In the current competitive economic 
climate it is still unlikely that the Ameri- 
cans or Japanese will part with any key 
innovations, but by building up their 
own technologies to service the needs of 
the region, the NICs may eventually 
prove attractive as low-cost centres for 
manufacturing diagnostics and vaccines 
for the world. 
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Burma orders foreign firms- : 
to fire local agents | "HS 





By M. C. Tun in Rangoon m 
> oreign companies selling (or wishing 
to sell) to Burma usually keep local 
representatives in Rangoon to look 
after their interests but as of 1 April, 
they will no longer be permitted to do 
so. The state-owned Inspection and 
Agency Corp. (IAC) has notified 
foreign firms (numbering about 1,000) 
that it alone will represent them in 
Burma — meaning that they will have to 
dispense with the services of their repre- 
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Companies have also been told to 
hand over to the IAC all company assets 
held by the agents such as office records 
and equipment, promotional literature, 


T" 







Ey ge DUREE a — = 
B u^ Y oA rea M PR 
«4 CUN _ AT RS 


TA t ; 
4 . doe 
f » * 
c-— = 
— 


" ET 
d k- 


Rangoon customs building: delays, "^" "ves | - 























samples and motor vehicles. No reason 
was given by the IAC for its move. 

The foreign firms, mostly Japanese, 
West German, British, US and French, 
employ among them some 1,000 repre- 
sentatives or technical assistants. These 
men are generally well-educated, with a 
reasonable command of English. But 
their most important qualification is | 
their sociability and easy access to gov- | 
ernment departments and state econo- | 
mic enterprises (SEEs). ‘ 

They are the product of Burma’s | 
peculiar business environment created | 
by the nationalisation of its import and |. 
export trade in the early 1960s. As all | 
foreign commerce has since been con- | — 
ducted by government departments and e| 
about 55 SEEs, and as these bodies | 
make their annual purchases from | 
abroad by inviting tenders, interested | 
foreign companies have found it neces- 
sary to hire local representatives who - 
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can provide them with timely notice of 
these tenders, file bids for them, ensure 
expeditious opening of letters of credit 
by the buying SEE if the bids succeed, 
and do all other work needed to pro- 
mote their products in the market. 

Foreign firms doing business with 
Burma will now have to appoint the 
IAC as their commission agent, paying 
aminimum US$300 annual commission. 
The IAC professes to render a wide 
range of valuable services: forwarding 
tender notices to the clients, filing bids 
for them and informing them of the out- 
come of their bids; answering trade en- 
quiries; disseminating promotional lit- 
erature to prospective buying depart- 
ments and SEEs and so on. But serving 
simultaneously about 1,000 clients — 
many of which have conflicting interests 
— the IAC is evidently in no position to 
Satisfy everyone. 


ECONOMIC MONITOR 


Moreover, it is handicapped by red 
tape and bureaucratic delays, which are 
hardly compatible with efficient com- 
mercial practice. Apparently recognis- 
ing this, the IAC had in the past assisted 
foreign firms in selecting suitable local 
men to act as their “commercial repre- 
sentatives” (a name changed later to 
“technical assistants”) as the IAC felt 
that it alone could act as the legal repre- 
sentative of foreign firms under the rules. 

The technical assistants therefore 
emerged as a new class of middlemen. 
Apart from performing their orthodox 
functions, they could also further the in- 
terests of their foreign principals by 
*greasing the palms” of slow-moving 
bureaucrats, or by cutting through or by- 
passing red tape. 

The are (or were) well-paid: their 
salaries range from US$150-600 a month 
plus liberal travelling and entertainment 


Rising yen hurts exports 


S tagnating exports and the deflation- 
ary effects of a strengthening yen 
appear to be pushing Japanese industry 
further into recession. However, there 
are hopes of a modest turnaround once 
the economy starts to feel the effects of 
lower oil prices from the early summer 


— |- onwards. 


Evidence of sharply declining indus- 
trial activity is to be found in the Minis- 
try of International Trade and Industry 
(Miti) provisional figure for industrial 

roduction in January, which' shows a 

.1% fall from the previous month. If 
this is followed by another decline in 
February, as Miti now expects, Japan 
could be faced with its first year-to-year 
decline in output since the end of the 
1982 recession — a sure sign that the 
economy is in trouble. 

Other recent distress signals include 
a new post-World War II record in the 
official unemployment figures, at 2.9%, 
and a sharp downturn in the pattern 
of private capital investment as re- 
vealed by forecasts of business inten- 
tions. 

Figures published recently by the 
Economic Planning Agency (EPA) 
show a 1.9% fall in the amount of in- 
vestment planned by all Japanese indus- 
tries during the first quarter of 1986 as 
compared with the same period of 1985. 
For manufacturing alone a decline of 4% 
is forecast. In the April-June quarter, 
the EPA expects the overall level of in- 
vestment to exceed year-ago levels by a 
modest 2.6% but this will be entirely 
due to a revival in the non-manufactur- 
ing sector (including the electric power- 
generating industry which is being 
*guided" by the government to step up 
its spending levels). Equipment invest- 


CAPITAL INVESTMENT TRENDS 
(%) 
1985 T986 
3rd quarter 4th quarter 1st quarter 2nd quarter* 
5.1 §.2 


EFAA industries 
BM Manufacturing 


[F Non-manufacturing 


*Estimated. 
Source: Economic Planning Agency. 
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ment by the manufacturing industry will 
still be running at 1.3% behind 1985 
levels, the EPA survey suggests. 

The sharp downturn in industrial ac- 
tivity which seems to be the main fea- 
ture of the current recession has yet t 
be matched by a fall in the level of pri- 
vate consumption, which contimues to 
grow modestly, judging by recent fig- 
ures for department-store sales in 
January and February. However EPA 
officials are worried that a very low 
spring-wage award to industry (reflect- 
ing lower corporate profits as well as the 
weakness of the labour market) might 
choke off the recovery in personal, 
spending and thrust the economy still 
further into recession. 

To avoid this situation, and with a 
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allowances. The cost of employing them 
is thus quite high by Burmese standards, 
but their principals apparently consi- 
dered them worth their keep in view of 
the US$650-750 million worth of foreign 
purchases made every year. 

These men are now about to lose 
their jobs, and the IAC will re-assert its 
role as the sole agent for all foreign 
firms in Burma. It is believed that the 
move was inspired by the government's 
desire to eliminate the corrupting influ- 
ence of the officials in the buying de- 
partments and SEEs, and by the Bur- 
mese leadership's ideological commit- 
ment to clear all tepes of middlemen. 
Whether or not these objectives are 
achieved, it seems certain that the move 
will lead to a revival of the old problems 
of red tape and bureaucratic delays in 
the IAC, government departments and 
SEEs. u 





view to setting the stage for the Tokyo 
Summit in May, the government has 
begun work on a series of emergency 
measures to stimulate demand which it 
hopes to implement in late March or 
early April as soon as the budget for fis- 
cal 1986 (beginning 1 April) has passed 
threugh parliament. The measures 
seem certain to include a second 0.5% 
cut in the Bank of Japan's official dis- 
count rate (following the one an- 
nounced in late January) and some 
“front-loading” of public-works spend- 
ing. The government may also try to 
find ways of increasing the total amount 
of funds available for public-works 
spending in 1986, perhaps by lifting the 
current ceiling on issuance of construc- 
tion bonds. 

The unusual timing of the Marc 
April package, coupled with recent of 
cial expressions of concern about the 
“too rapid" rise in the yen-exchange 
rate, suggests the government is now , 
seriously worried about the short-term 
economic outlook. However, EPA offi- 
cials claim that things will improve in 
the second half of 1986, if a sudden 
plunge in the level of econqjnic activity 
can be averted during the next few 
months. 

The EPA argues that lower oil prices 
will contribute significantly to boosting 
Japanese domestic purchasing power 
from the summer onwards and that, by 
mid-year, the initial deflationary impact 
of the yen's appreciation against the 
dollar should be giving way to more 
beneficial long-term effects. Private 
economists appear to agree that the 
medium-term outlook for the economy 
is improving. But there are still doubts 
as to whether real gross national pro- 
duct growth during 1986 can come any- 
where near the official estimate of 4%. 






— Charles Smith 
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After all the planning, after all the hard work, cities in all 50 United States. 


the moment has finally arrived. So experience our Royal Pacific Service to 
United Airlines now offers service from 10 the U.S. and back. 
cities in Asia to any of 6 U.S. gateways. Or fly with us to 10 destinations in Asia. 
Fly with us to Tokyo, Osaka or Hong Kong. Somewhere up there in the sky a smile is 
« Then nonstop to New York, Los Angeles, going to cross your face. And you'll begin to 
San Francisco, Seattle, Portland or Honolulu. understand that what has rhade us America's 


And if you're travelling beyond our gateways, favorite airline, may also make us yours. 
wę hope you'll fly United all the way to your 
destination. ` e - 

With the largest domestic network of any Youre not just flying, 


U.S. airline, we can fly you to more than 150 youre flying the friendly skies. 
e 
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interest rate MITIN 
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Monthly statement and (a 
_ rate change advice ME 


The Hongkong and Shanghai Banking Corporation. P.O. Box 315. St. Helier. Jersey. Channel Islands 
Telephone: 0534 71460. Telex: 4192254. Incorporated in Hong Kong with limited liability. 
Copies of latest audited accounts available on request. Senior Manager in Jersey: C.P. Langley. 


HongkongBank | 
Jersey, Channel Islands i 


| To: The Hongkong and Shanghai Banking Corporation 
P.O. Box 315, Grenville Street, St. Helier 5, Jersey, Channel Islands 


Please send me your High Yield Deposit Account brochure. . 
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WWF Kojo Tanaka, BCL 


‘Lhe 
Giant Panda 
needs your help 
tO survive 


(ye every eighty to a hundred years the 
bamboo forests in China's Sichuan 

rovince, burst into flower and then die off. And 
thats bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 





But that's just one of the problems facing the 
Panda. 


To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites — all these 
factors and many more which threaten its 
survival. 

Recognition of the urgent need to solve th 
and other problems has resulted in a unique 
historic partnership between WWE and the 
People's Republic of China. 

WWF has agreed to contribute US* 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre jn the largest of 
the Panda reserves— Wolong Natural Reserve in 
Sichuan Province. 

A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

The Giant Panda is an endangered animal. 
It is also the symbol of WWF’s worldwide 
conservation efforts to save life on earth. 


But WWF needs money - your money. 
Please send contributions to the WWF 
National Organisation in your country or direct to: 
WWF International, 1196 Gland, 
Switzerland. 





WORLD WILDLIFE FUND 


WWF acknowledges the donation of this space by 
Far Eastern Economic Review 
Advertisement prepared as a public service by Ogilvy & Mather. 





A little natural gas 
becomes a lot of . 
electric power with 
AEG technology. 


Natural gas may come from 
offshore platforms in the North 
Sea, from the Persian Gulf or 
from the China Sea... but the 
technology which converts 
hat gas into electric power 
comes from AEG KANIS in 

| Essen and Nürnberg. 


On the Malaysian island of 
Labuan, natural gas is burned 
in gas turbines to produce 
electricity. As a by-product, 
heat is created; AEG 
technology converted that 
by-product heat into steam — 
steam which drives an AEG 
KANIS steam turbine. This 
utilization of the heat, usually 
just dispelled in the air, results 
in electrical power output 4096 
greater than that generated by 
the gas turbines alone. Not 
only was more electricity 
produced with the same 
material cost but specific 
polluting emissions were 
reduced. 


AEG energy technology is as 
high on the environment as it 
is of performance and it is 
cost effective as well; 
investment outlay per kilowatt 
hour and running costs are far 
less than those at conven- 
tional steam driven power 
stations. 


You can find AEG in 111 countries worldwide. 
a 


Advanced technology from 
AEG: This means electrical 
and electronic equipment, 
systems and installations for 
communication and infor- 
mation, for industrial and 
power applications, 

for defence and transport, for 
the office and the home. 





Behn, Meyer & Co. (Pte) Ltd. 
100, Pasir Panjang Road 
Singapore 0511 

Tel.: 47366 33 

Telex: rs 21390 


AEG 


SCOPE/WAK 31921 








Nobody knows more about steam 
generating systems than Babcock 
& Wilcox. That was true in 1867, 
and it's still true today. 

When Stephen Wilcox and George 
Babcock introduced and perfected 
their ingenious water tube boiler in the 
U.S.A. over a century ago, they laid the 
groundwork for a tradition of innovative 
leadership in steam generation which 
is today meeting the needs of utilities 
and industries all over the world. 

The full range of Babcock & Wilcox 
international support covers everything 
from design to construction and startup 
of eomplete turnkey industrial and 


Babcock &Wil.ox. 
First name in steam. 


thing from boiler controls and cleaning 
systems . . . to training programs for 
your operators. 

We have highly skilled field and 
home-office engineering specialists 
ready to work closely with you to plane 
and implement efficient, cost-saving 
plant improvement projects—fróm 
simple upgrades to complete boiler 
rebuilds. Total scope service also 
includes quality Babcock & Wilcox 
replacement parts for your operating 
equipment. b 

For over a century, Babcock & Wilcox 
has been the technology leaderin — * 
steam generation in the United States 








ledge and total scope resources with 
you. e 

Contact the Manager, International 
Sales, Babcock & Wilcox Canada. 
581 Coronation Blvd., Cambridge, 
Ontario N1R 5V3. TLX 069-59341. Or. 
Babcock & Wilcox International, Inc.. 
20 S. Van Buren Ave., Barberton, Ohio 
USA 44203. TLX 98-6406. Babcock & 
Wilcox, a McDermott International 
company. 
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ff, an unlimited partner- 
ul bid for the issued share 
he Ka Wah Bank Ltd.” 

tis 
t which seem in danger of being ag- 
reed with the China International Trust 
and Investment Corp. (Citic), namely, 
- Hongkong Gover 
Is any more rubbish which may turn up in 
| the loan book. | 
| We hope ‘the: an is still open to 
| white knight intervention. It is more 
| - than two months now since Citic's inten- 





























| tion of acquiring Ka Wah was first an- 
nounced, but there has been no further 
word to the ordinary shareholders who 
have been locked into their suspended 
positions since 2 December, when they 
were told with similar confidence that 
their beleaguered bank was to be bailed 
| out by a Dutch i insurance company and 
a Singapore family. 





ment does to speed Ka Wah's passage 
will be legal, since the government 
makes the laws. It can offer or withhold 
subsidies, guarantees or indemnities, 
publicly or privately, to its heart's con- 
tent, particularly where "friendship" 


sold land cheaply to the Bank of China, 
bought it dearly from the developers of 
Tinshuiwai, and handled with kid gloves 
some very odd goings-on at the Civil 
Aviation Administration of China. 

This time round, the government ap- 
parently wanted a little give rather than 
take from Peking, namely a sharing of 
the burden of stabilising Hongkong's 
banking system. But Peking nominated 
Citic to do the job, Citic did not much 
,want to do it, and the Hongkong Gov- 
rnment was left doing the sweetening. 









fered the opportunity to better any 


beyond repair, should not be liquidated 
and its licence sold?. We only ask be- 
cause we want to know. 

€ EVENe the. most blase, 
dened observers of Hongkong banking 
regulation must have-read with some 


contributed to the South China Morning 
Post by *an international banker," who 
argued that the drafters of banking 
legislation did not understand the bank- 
ing business; that the government was 
to blame for the banking and property 
boom and bust; that the interest-rate 
cartel was a good and noble thing; that 
the Hongkong banking privileges of sec- 
ret reserves and limited accounting dis- 
closure should be je peices and that 
foreign banks should e ale only on 
terms. favourable to local ones. 
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e Hongkong stock ex- 
, we can have it on the same 


Government cover against. 


Whatever the Hongkong Govern- p 


deals with China are concerned. R has - 


Will any other potential buyer be of- 


terms finally agreed with Citic? Is there | 
some particular reason why the bank, if ` 


Blye-har- : 


twinges of sympathy-the recent tract 


Shroff can exclusively reveal that the 
author of this article was none other 
than Roy Munden, recently retired exe- 


cutive director of the Hongkong and 


Shanghai Banking Corp. (HSBC), 
chairman of Wardley for much of its re- 
lationship with that symbol of the prop- 


erty boom-and-bust, Carrian, and man - 


in titular charge of building the bank's - 


HK$6 billion (US$769.2 million) re- 
cord- and budget-breaking corporate 
headquarters. Whatever the merits of 
reserves and disclosure, Shroff has one 
uestion for Munden: as an executive 
irector, was he ever told, in verifiable 
form, the size of HSBC s inner reserves, 


SINKING FLOATS 


HE TYREE HRR HE 
Tak Wing Investment 
1 Henderson Land Development 3 


| Evergo industrial 
jj Lambda Technology 
i| Burwilt international 





and the size of annual transfers to and 
from them? If so, he knows more about 
the bank than any of the non-executive 
and most of the executive directors. 
© THE proposition was advanced in 
this column recently that proprietors of 
private companies who decide upon an 
eissue of shares to the general public 
rarely if ever do so on philanthropic 
groumds. Straightforward as that idea 
might sound, it seems to have achieved 
as vet limited acceptance in Hongkong, 
at least to judge by the willingness with 
which bankers have managed, and in- 
vestors have bought, a succession of 
lew issues in recent years of which the 
"subsequent record has rarely been good 
and has frequently been disgraceful — 
as the accompanying table illustrates. 
Stockmarket flotations appeal most 
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— beyond the ir Ti 
| the POE — is 





ples hey can secure e fyoin 
ers, be they 15,20 or 200, — 
e THE history Of past isst 

course, not an infallible guide 
, performance of future ones, th 
it is a warning against taking any 
thing in the prospectus too serious 
ly. 











Sins Tao, the í newspaper publish ni 
and hotel-development group whic 
is ; returning. unblushing, to the mi 





botohbo out bi ERA Sally AS 
publicly quoted Sydney compa / 
Cereus Australia. 

Sing Tao's directors observe: 
the earlier, buy-out document th 
the exit price, roughly. equal. 
asset backing and a p/e of nine, 
presented “a higher price for y 
shares than they have traded ati 
market at any time in the last. 
years." The resale price, represen 
an 11% premium to net assets and à 
of eight, might in that context seem 
little “tight, avere it not for the w 
spread conviction among many H 


of Australian and New Zealand im 
ors will buy almost literally anything 
almost literally any price, associat 
however peripherally with Bruce J 
co-developer with Sing Tao of a h 
site in Kowloon. i 
Perhaps Sing Tao punters will 
hoping that this flotation makes as mu 
for the buyers as it already has for t 
parent company. Cereus Aus l 
shares have risen from — A$: 
(US$3.87) on 1 December to a rex 
A$12, largely brokers ¿say on. 
stren eth of the Hongkong flotation 
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he Review Focuseson China 


1986 promises to be a crucial time for China, now set firmly on course for reform, but still 
battling to iron out the problems that come with it. 


In the issue cover-dated 20 March the Far Eastern Economic Review will putiiste a ^ Focus 
entitled China '86. The Focus will examine the progress made in China's new directions, and 
the major stumbling blocks which have been felt so far and which are liable to occur in the 
future. | 


Once again the emphasis is heavily on the economy, as foreign investors increasingly ask 
what they are going to get out of their deals in China; and as Peking begins to feel a trade 
backlash, particularly from Japan. 


But the political scene is also important. Will the new forward-looking men take China 
further down the road to liberalism or is there likely to be a political backlash; and what about 
Hong Kong ’s future where there have been worries in recent months over China's apparent 
heavy-handedness in its dealing with the territory? 


As the world's premier publication on Asian affairs, the Review is considered an essential 
part of the business day for over 200,000 senior executives in banking, industry, government 
and the professions and no other publication has a greater command of their attention. 


In a Focus issue, this is even more true. 


An advertisement in the FAR EASTERN ECONOMIC REVIEW continues to fbe the 
most cost effective means of reaching Asia's decision makers. If yous company is not already 
advertising with us, why not start with this excellent opportunity by contacting: — 


Ms Elaine Goodwin, General Sales Manager, Far Eastern Economic Review Ltd, GPO Box 160, 
Hong Kong, Tel: 5-734301, Telex: 62497 REVAD HX. 


Other Focuses in the Review are: ae Sem | 
Asia & the Nordic Countries — 17 April 1986. qose s Wins he Bank? xs 
Banking — 1 May 1986. | "wd ibs Er E 
Hong Kong — 29 May 1986. : ——Ó—ÓMM— 
Japan — 12 June 1986. Rees eae Ley ea | 

Australia — 14 August 1986. 


International Investment & Finance — 
11 September 1986. 


World Bank/IMF — 2 October 1986. | reos Thr i i Mm“ 
Review 40th Anniversary — 23 October 1986. 
Middle East — 13 November 1986. 

Industrial Japan — 18 December 1986. 
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Arms for the poor 


Seoul wants to reduce industrial reliance on the US 


By Paul Ensor in Seoul 


outh Korea is becoming increasingly 

conscious of a long-standing issue 
between itself and Washington — the 
heavy dependence of the country's 
armaments industry on US licences and 
the dominant role the US plays as a 
supplier of weapons. The Ministry of 
National Defence(MND) has indicated 
that it will make greater efforts to diver- 
sify its sources [xam imports, and re- 
cent changes in guidelines regarding 
purchases of armaments require higher 
levels of “offsets.” 

Under an offset agreement, the con- 
tractor agrees, to purchase a specified 
value of goods from the purchasing 
country. The goods involved may be un- 
related to the arms export — Switzer- 
land once used chocolate to offset the 
value of one of its purchases from the 
US — but frequently they are compo- 
nents or local-assembly arrangements, 
thus transferring some technology to 
the buyer. 

The defence relationship between 
the US and South Korea is far too close 
for a real rift to occur, but the signs are 
that Seoul would like to reduce ies de- 
pendence on US military hardware, 
while taking greater care in regulating 
contracts involving domestic produc- 
tion under licence. When bilateral trade 
frictions brought anti-US feelings in the 
national assembly to the surface in 
November 1985, the then minister of 
defence Yoon Sung Min (who was re- 
placed by Lee Ki Baek in January) re- 
sponded to calls for a broadening of de- 
fence-procurement sources with the an- 
nouncement that a body within the 
ministry had been formed to examine 
new sources, mainly in Europe. 

With no official figures available on 
defence-related imports, diplomatic 
sources estimate that the share of Euro- 
pean and other non-US supplies of such 
imports may well be less than 1095. 
They include French Exocet missiles, 
and infartry radar systems, and British 
naval radar systems. THt motor and 
cannon of the “Korean indigenous 
tank" being produced domestically in 
cooperation with General Dynamics of 
the US are made in West Germany. 

European firms are showing greater 
interest in selling here, and they have 
been increasing the number of contacts 
and high-level visits — including one in 
1984 of the chairman of the French Joint 
Chiefs of Staff (JCS). Lee visited 
Europe in the same year as South Ko- 
rean JCS chairman. The Europeans are 


The South Koreans are also becom- 
ing more insistent on offset arrange- 
ments with US contractors. US firms 
have extensive offset agreements with 
European countries and other close al- 
lies, including South Korea where a 
broad range of items, such as the North- 
rop 5E-F fighter and the Hughes 500 
MD helicopter, are assembled through 
offset arrangements. 

In sales to advanced countries, the 
offset amount on major purchases has 
tended to be well over 50% in recent 
years, and sometimes exceeding the 
total contract value. In April last year 
the MND increased the targeted share 
of contract value on offsets from 3395 





up to 50%. This change in guidelines is 
part of a general overhaul taking place 
on military-procurement regulations. 
With the regulations in flux, observers 
agree that there has been a marked 
slowdown in progress on new contracts. 
Negotiations on offset purchase agree- 
ments of F16 and F20 fighters have been 
slowed by what one observer described 
as "some new guidelines which seem to 
have everyone confused." 


government source who preferred 
to remain anonymous attributed it 
to “much closer scrutiny than in the 


* past.” Other factors slowing procure- 


encouraged by another new guideline,,| ment negotiations are budgetary con- 


which requires more than one bidder on 
all major procurements. 


straints on the South Korean side, so 
that several programmes are being 


| Arms % § 
of total 


stretched over longer periods than ori- 
ginally planned. For security reasons, 
which place a veil of secrecy over all 
military matters, information on exactly 


what is being slowed and the reasons for - 


the tight budget are unclear. 

Foreign sellers are increasingly con- 
cerned about  intellectual-property 
rights as the items being discussed for 
sale and local assembly become more 
technologically advanced. The US and 
South Korea are trying to resolve their 
differences on this matter in negotia- 
tions under Article 301 of the US Trade 
Act. Washington is pushing for greater 
protection of  intellectual-property 
rights in all areas. When the two coun- 
tries come to an agreement on the issue, 
some outstanding procurement negotia- 
tions may be more easily concluded. 

South Korea is almost entirely self- 
sufficient in conventional weapons, due 
to the concerted development of its 
arms industry in the late 1970s. The in- 
dustry is one of Asia's most sophisti- 
cated, but it is currently operating at less 
than half of capacity. Accord- 
ing to a recent paper by 
Hwang Dong Joon, a fellow 
at the government's think- 
tank, the Korea Institute for 
Defence Analyses, in 1984 
nine armaments companies 
were allowed to go bankrupt 
at a time when the industry as 
a whole was running at 4296 
of total capacity. Excess 
capacity is particularly 
marked in the heavy artillery 
and ammunition areas. 

The arms industry was de- 
veloped in a panic during the 
late 1970s under the guidance 
of the late president Park 
Chung Hee, who was concern- 
ed about the country's need 
to acquire greater defensive 
self-sufficiency following the 
US withdrawal from Vietnam 
in 1975 and former president 
Jimmy Carter’s election 
pledge — eventually unfulfil- 
led — to withdraw all US 
forces from South Korea. In 
the rush to build up capabil- 
ity, little thought went to demand for 
arms, should production outrun domes- 
tic demand, apart from some vague 
thoughts on exports. As domestic de- 


mand slowed in many areas in recent 


years, pressure to export has grown. 
“The US has become the major ob- 
stacle to increased arms exports,” ac- 
cording to Hwang’s paper, due to the 
US Government's practice of reviewing 
and frequently blocking prospective 
overseas arms sales by South Korean 
producers working under US licences. 
Most of the major prestige items, such 
as Howitzers, tanks, and small shipse 
such as Corvettes are in this category. 
The patent on the “Korean indigen- 
ous tank," a modified M1 tank jointly 
developed in the US with South Korean 
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5 js ChangWor sit for testing. 
S Accordi to US regulations, all 
les by local producers or their over- 
‘seas licencees are subject to govern- 
ment approval which takes into account 
the political implications of the sale. In 
the case of foreign licencees, the possi- 
> side-effects of such a sale on domes- 
i Do. producers — in the form of lost 
ness — is also taken into account. 
Last year, around a quarter of South 
K Corean arms exports were produced 
m ader licence, and approved in this 
mz anner; the exports were 40-50% of the 
d otal which had applied for permission. 
3 The South Koreans would also like 
9 export more to the US. Currently 
most of their arms-related income from 
t e US comes from maintenance of 


AP 


encouraging European firms. —— 





















| ‘equipment used in the country by US 
forces — Korea Air maintains fighters 
avc Airport in Pusan, for exam- 
The “Buy America Act," which 
op enly protects the US arms industry 
| fi om imports (according to the law, un- 
| "E 5 s foreign suppliers can offer 
| ardware at less than 50% of local pro- 
is ucers' prices, military pufchases must 
> made locally), has been waived for 
ales from Nato countries, Japan, Aus- 
t tralia, New Zealand, Egypt and Israel, 
bi it not South Korea. 
a From 1980-83, the growth rate of 
al 1s exports by developing countries 
1 g rew by 31.8%, compared to a fall of 
| 1.5% among traditional producers in 
the US, Western Europe arid the Soviet 
| EU nion. During the same period, South 
K Korean arms exports grew by 15%; in 
view of many planners, it is the US 
S hich has prevented a rise similar to 
EA major developing-country pro- 
bue such as Brazil. The US is unlikely 
to perange its position. 
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Financial support 


Rescue bid aimed at Tan Koon Swan rather than Pan-El 


By Nick Seaward in Kuala Lumpur 


W ith 15 charges of abetment of cri- 
minal breach of trust, cheating and 
fraud awaiting him in Singapore, sup- 
porters of Malaysian businessman and 
political leader Tan Koon Swan are in 
something of a quandary. How do they 
defend their champion’s reputation 
without making themselves liable to 
contempt-of-court proceedings across 
the Causeway or vulnerable to accusa- 
tions that they are putting their leader 
above the law? 

. The chosen solution has been to try 
to pin the blame for the collapse of Pan- 
Electric Industries (Pan-El) on Pan-El’s 
management prior to Tan achieving a 
22.3% stake through Sigma Interna- 
tional in the Singaporean conglomerate 
in May last year — and to cast doubt on 
the supervisory abilities of its auditors 
and bankers before the suspension of 
trading in its shares on 30 November. In 
particular, former Pan-El director Peter 
Tham — who absconded in June last 
year and is being sought by Interpol — is 
being cast in the role of the arch-villain. 

The clear objective of this strategy is 
to take the pressure off Tan from fellow 
members of the Singapore and Malay- 
sian business communities who may 
subscribe to the view, officially 
sanctioned in Singapore, that Tan is 
single-handedly responsible for the 
worsening crisis in the stockbroking in- 
dustries of both countries. There also 
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persists the feeling in the Tan camp that 
if Pan-El is rescued from its mire of 
debts, somehow the charges against him 
will be mitigated, too. - 

This might not be such a far-fetched 
idea as it may seem at first glance. leor 
allits pronouncements ¢ on the sanctity of 
the law, it has not gone unnoticed that 
the Singapore Government arrested - 
Tan on 21 January only after he had 
failed to meet an earlier deadline to in- | 
ject a further S$7 million (US$3.3 mil- 
lion) into Pan-El and.a day after the 
company's 31% owner, Growth Indus- i 
trial Holdings (GIH) ceased trading. 
Furthermore, one of the main reason 
given in deliberate leaks to newspaper 
on 20 February for the mounting of a 
purported new Pan-El rescue operation 
by two Malaysian-controlled com- 
panies, Cycle & Carriage Ltd e pal 
and Magnum Corp. (but quickly de- 
nied by both), was to get Tan off the 
hook. 

The flying of the CCL/Magnum kite 
has been the strongest indication yet 
that Tan's survival is perceived by his 
supporters to. depend on his business 
acumen vis-a-vis Pan-El and his ability 
to muster financial support from both 
Chinese- and Malay-controlled business 
communities. Concurrent with this, 
moreover, has been a major campaign 
mounted through. the Malaysian press 
to exculpate Tan of having caused the 







Two down, more to go? ^d 


Singapore's stockbroking crisis threatens to spread 


By James Clad in Singapore 


TE stockbroking crisis prompted by 
huge forward share-trading commit- 
ments has forced the Monetary Author- 
ity of Singapore (MAS) to take over the 
management of a second share-brok- 
ing firm in three months. Yet despite 
the move, almost daily meetings at 
MAS have failed to stop some banks 
from preparing to recover sums lent to, 
brokers — a total exposure reckoned to 
exceed S$1 billion (US$468.4 million). 
"Make no mistake," said a foreign 
banker, "it is a very tense moment 
now." 

At the heart of the problem lies an 
estimated S$620 million committed by 
Singapore dealers under forward con- 
tracts to purchase shares over the nex 
three to six months. Many of these im- 
pending liabilities are for shares in Pan- 
Electric Industries (Pan-El) or in its af- 


filiated companies. But Pan-El went 
into receivership in November, accom- 
panied by a three-month moratorium 
on debt-recovery actions against it — 
which the company's creditoss accepted 
at the time as the least-worst option. 
Shortly after this breathing space 
began, MAS also orchestrated a S$180 
million “lifeboat” facility to help be- 
leaguered brokers. Singapore's four 
largest domestic banks (the Oversea- 
Chinese Banking Corp., the Overseas 
Union Bank [OUB], the Development 
Bank of Singapore [DBS] and United 
Overseas Bank) guaranteed the facility 
in exchange for permission to open 
100% owned, share-trading subsidiaries 
on the Stock Exchange of Singapore 
(SES). The DBS and OUB operations 


- have already begun trading, cramping 


established brokers’ earnings. 
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been headed by Tan since November 
last year (REVIEW, 5 Dec. '85). 
Despite these well-researched ef- 
forts to prove that Pan-El was heading 
towards bankruptcy as long ago as 1983, 
they are largely igrelevant as the busi- 
ness community is well aware that Tan 
has not been accused of bringing down 
Pan-El — the Singapore charges re- 
volve to a large extent around the al- 
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Tan Koon Swan: spreading the blame. 


Despite meetings with MAS manag- 
ing director J. Y. M. Pillay beginning 22 
| February, some foreign bankers are 
said to be losing patience with the au- 
- thorities’ pleas to continue to keep cred- 
it lines open to brokers. Bankers said 
MAS has not met their requests for de- 
tailed information about the extent of 
individual brokers' exposure, or about 
the indebtedness of the industry as a 
whole. Yet banking secrecy under- 
standably prevents full disclosure 
among the brokers' creditor banks (who 
are, after all, competitors). Meanwhile 
the banks fear that, quite apart from 
brokers’ forward-trading commitments, 
continuing low volumes of “normal” 
SES trading and depressed market con- 
ditions will drag some traders into insol- 
vency. H 
. The assumption on 16 February by 
MAS of direct management control 
over Lyall & Evatt did not come as a 
surprise: the Pan-El crisis had already 
forced another firm, Associated Asian 
Securities, into MAS’ reluctant arms in 
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been the CCL/Magnum reports, which 
appeared in Singapore’s Business Times 
and The Asian Wall Street Journal 
(AWSJ) the day after Tan’s return to 
Kuala Lumpur on 19 February after,a 
four-day stay in Singapore to meet bail 
conditions. 


B newspapers carried similar 
stories claiming that CCL (which is 
controlled by Malay institutions) and 
Magnum (which is 38%-owned by the 
MCA’s investment arm, Multi-Purpose 
Holdings, MPH) were each to under- 
write a one-for-one rights issue by Pan- 
El of some 160 million shares at 50 S 
cents each, and for both companies to 
assume Pan-El’s responsibility for the 
now infamous $$140 million in forward- 
share contracts. By honouring Pan-El’s 
forward commitment to buy shares in 
Tan’s main vehicle, Grand United 
Holdings (GUH) and its 49.8% sub- 
sidiary, Supreme Corp., Magnum and 
CCL would gain effective control of 
both companies. 

The stories were greeted with a cer- 
tain amount of incredulity on both sides 
of the Causeway, not least because 
the provisional liquidators, Price 
Waterhouse (PW) had started petition- 
ing the Singapore High Court the day 
before for court orders to wind up 26 out 
of the 68 subsidiaries that make up the 
Pan-El group. Then the chairman of 
CCL, Tan Sri Haji Basir Ismail, issued a 
statement a day later denying the re- 
ports as “baseless and not true." He 


was not entirely unequivocal, adding 


that “the Pan-El affair Has never been 
bought up or discussed by the CCL 
board." 


ment in Pan-El forward trading. But 
Lyall & Evatt belongs to a different 
league: founded 111 years ago and em- 
ploying more than 30 remisiers and 
dealers, the brokerage is one of Singa- 
pore's oldest and largest. That fact 
alone is giving banks — especially those 
with foreign head-offices — cause to 
pause. 

“Many brokers are now operating in 
the shadow of — at the very least — 
MAS supervision while some could face 
bankruptcy," a broker said. The 
lifeboat fund is generally seen as provid- 
ing rather limited relief, when com- 
pared to banks’ exposure to Pan-El di- 
rectly, to brokers directly and, indi- 
rectly to the weakened sharemarket. 


mong the restrictions on lifeboat- 
fund disbursements are a ban on 
payments to non-Singapore brokers, to 
any of Pan-EF's principal shareholders 
(Sigma International or Growth Indus- 


'trial Holdings) and to dealers holding 


so-called *'circular" share contracts 


December following the authority's full-°| (where the ultimate seller and buyer 


er understanding of that firm's involve- 
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are, effectively, one and the same). 
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money for dishonest | Sources close 
more excitement have | 
sideration, but that he is not involved | 











to Tan suggest that a 
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rescue attempt may still be under con- 
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personally and neither are CCL nor 
Magnum. Tan himself resigned from his | 
position as group managing director of - 
Magnum's parent, MPH over the Lunar. 
New Year holiday. E 
Even if a lifeboat does come trundl-- 
ing down the slipway towards Singa- 
pore, it will have to be carrying far more 
than the S$80 million that would have 
been raised in the CCL/Magnum 
scenario. Just how much more would be - 
needed became much easier to gauge 
recently, thanks to the anonymous dis- — 
tribution of dossiers containing photo- | 
copies of receivers PW's confidential fi- 
nancial report on Pan-El dated 10. 
January. This report had originally been | 
addressed to the company's steering | 
committee of creditor banks and to Tan. 
Accompanying the copy sent | 
anonymously to the REVIEW was a type- - 
written paper entitled *The collapse of 
Pan-El — let's take another look,” 
which after six pages of argument and 
references to the PW report, concludes: - 
". .. Tan Koon Swan did not have a di- | 
rect or indirect role in causing the Pan- . 
El collapse . . . As for the forward con- 
tracts of [S]$140 million, it can be seen’ 
that they in fact did not give rise to the 
financial problems of Pan-El." d 
The reason why this anonymous | 
commentator feels able to make such a 
bold assertion is contained in Para. 5.15 
of the PW report, which states: “De- | 
spite the verbal statements of Mr Tan | 
Kok Liang, Finance Director, during. 
the course of our work to date, we have — 
not found any documentary evidence | 
that Pan-El settled directly any margin — 
calls on forward-share purchase con- — 


















































However — contrary to some reports — _ 
both local and foreign bankers can re- 
ceive lifeboat money. E 
Although brokers are being ingeni- 
ous in seeking legal ways to escape for- - 
ward-share purchase commitments — | 
largely by attempting to attribute - 
fraudulent intent that will void contrac- — 
tual liability — “this usually means leav- - 
ing another poor trader with the prob- | 
lem," as one busy Singaporean lawyer - 
said. Another lawyer said his firm had 
discovered instances where brokers — 
claiming to hold title to shares cannot — 
produce the scrip. E 
There are said to be several reasons - 
for this. First, some bankers strongly | 
suspect “double-lending” (that is, mul- | 
tiple credit lines for the same security). | 
While other bankers dismiss most of this - 
as “embellishment on the already com- | 
plicated tale of forward-contracting,” 
no one is prepared to bet that some of — 
this has not also happened. , 


Some bankers suggested an “un- | 
ravelling" of agreements to keep credit — 
open to brokers is likely around the end 
of the month. 
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ares from the two Tan- controlled 
nies, GUH and Supreme Corp.? 
tself describes these obligations as 
orted," but it is a matter of record 
Tan Koon Swan had felt it neces- 
0 waive these forward contracts to 
Pan-El a chance of survival. The 
EW understands that details of the 
yard contracts were given to PW on 
December, but that they had never 
en entered on the company's books. 
‘Further reading of the PW report — 
hich provides an unaudited assess- 
ent of Pan-El's financial position up to 
e end of October last year — points to 
heavy involvement of Associated 
sian Securities (AAS) in the same 
n-El|  share-investment 
ich appears to have been responsible 
or it being in receivership today. AAS 
s the insolvent Singaporean brokerage 
‘urrently being administered by the 
stock Exchange of Sin gapore which was 
yned by former Pan-El director Tham 
and which is now the subject of legal 
ction by PW to recover shares belong- 
ng to Pan-El. 
^ According to PW, 6 million shares in 
Acma Electric Industries which are 




















By Bruce Roscoe in Tokyo 

Phe attempt by British and US inter- 
M ests to acquire Japanese miniature 
all-bearing maker Minebea Co., ap- 
ears to have sailed into a sea of legal 
certainties. Both aggressor and de- 
nder seem, however, destined to 
lerge as losers in Japan's first experi- 
ce of a hostile foreign takeover bid. 
ince August, Glen International Fi- 
ncial Services Co. of Britain and 
falgar Holdings of the US have 
sought ways to convert Minebea war- 
nts and convertible bonds, said by 
afalgar to equal 60 million Minebea 
res. The Trafalgar/Glen partnership 
o claims to be the registered owner of 
jillion Minebea shares. | 

If there have been attempts at green- 
i| — the promise of trouble for 
ebea and its unorthodox president, 
kami Takahashi, unless the company 
grees to buy back the Trafalgar/Glen 
e at a suitably 
ave almost certainly failed. Minebea 
s shown no signs of a willingness to 
al with Trafalgar/Glen, which says it 
Ainebea’s biggest single shareholder. 
nstead, Takahashi has taken the 











iajor defensive actions which are now 
he object of legal contest. 
n 12 Fet ruan, | Trafalgar/Glen 






which company . 
d truc obligations to buy back these | 


portfolio | 


 tember. 


reign bull by the horns, launching two 


as co lateral for loans to., \ 
lat appears to have been just th 


books as having been made by 100% 


sPan-El subsidiary Orange Grove Prop- 
erty (one of the companies whose funds : 
Tan is alleged to have misused), are lost . 
to Pan-El! because share certificates | 
held by AAS have not been handed 

_ over and legal action is now under way 


to recover them. 


Another Pan-El subsidiary, e 


marine, is in similar trouble over 
S546. 86 million of quoted investments: 
“We understand,” says the report, “that 
the purchases were made by AAS on 
Coselmarine’s part with forward sales to 
AAS due to mature on 31 December 
1985. AAS are understood to hold the 
scripts. The sale contracts were not hon- 
oured nor were the scripts delivered to 
us on our demand.” 
If all three blocks of shares (Acma's, 
Dia Grove's and Coselmarine's) are 


totted up, a grand total of $$120.2 mil- 
lion is alleged by PW to have been with- | 


held illegally from Pan-El by AAS. PW 


goes further: “It has become obvious 
that very significant transactions have | 
| taken place between the Pan-El group 
and AAS over several years [the | divest himself of all major b 


| he Minebea minefield 


Challenger: and defender find the battle unexpectedly rough 


filed a suit against Minebea in the Dis- 
trict Court of Nagano, where Minebea 
has its head office. The action seeks to 
Block a proposed merger of Minebea 
with apparel-maker Kanemori Co. and 
nullify most of Minebea's private place- 
ment of ** 16 billion (US$8 7.8 million) 
in convertible bonds. Minebea had an- 
nounced placement of the bonds, con- 
vertible into 20 million shares, in Sep- 
The. Minebea- -Kanemori 
merger was approved by both com- 
panies at their end-1985 general meet- 
ings, and is to become effective in 
April. 

When the suit was filed, Trafalgar 
executive vice-president Mark Dodge 





claimed that more than 60% (#10 bil- - 


lion) of the convertible bonds were 
placed with a company called Keiaisha, 
owned by Takahashi, and the rest 
placed with two banks which aremajor 


Shareholders of Minebea. "This unpre- 
cedented action clearly indicates that 
the real and sole purpose was to cause 


dilution and not to serve the normal 
financing needs of the company," 
Dodge said, adding that the strate; 

had “depressed, by design, the selling 


price of Minebea stock, to the detrimente! 


of all shareholders.” 





tip of the iceberg — no less than S$58.3 |l ^w 
million of share investments on the- 
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‘Trafalgar/Glen simultaneously filed | th 


Orange. Grove. 


L they wanted to get 
; again. . PW estimates th 
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“Ramsden has countered’ that, 




















What his relationst ip has meant is 
W felt obliged to revise its esti- 





| mate of 12 December of a positive net. 


worth of S$48 million for Pan-Elas a 
going concern to one of negative net. 
worth of $$77 million less than a month. - 
later, once these share transactions had - 
come to light. Full provision against the 
investments alone 

ompany into the red, but. 
e rationalisation of the sal- 
nd offshore fleet and general pro- 

yp the Acma shares and on un- 
realised abner pagent: made the po- 
sition worse. E 









ushed th 


Abos gh. Pod report has now been 
overtaken by events, it does pro- 
vide an estimate of shat any wouid- be 














uring of debt: to equity y re 
‘Pan-El as a going c concern 
ast [5]$180 million." 

at does. seem. clear is that Tan 


himself is not counting on any white 


knight coming. along. The REVIEW 
understands that. Tan is attempting to 





us ness com- 





with the Ministry of: Finaüce (MoF) | 
notice of intent to acquire more than 

10% of Minebea shares. This is the first. 
step to a public tender offer; which 

Trafalgar/Glen has said it intends to 

make. Such notice must be made when. 
foreign residents intend to seek a 
shareholding of more than 10% through 

means other than the exercise of war- 
rants or bond conversion. 

But Trafalgar/Glen have no guaran- 
tee that they will be able to convert their - 
bonds and warrants. An application to. - 
do so must be filed with the Bank of 
Japan (the central bank), and is usua 
screened by the MoF. The ministry may 
concur with Takahashi that Minebea: 
cannot be acquired by foreign interests « 
because of it oortance to national - 
security. Takahashi claims that 10% of 
sales of * 155 billion in the year to 30 
September 1985 was derived from de-. 
fence-equipment ^ supply e contracts. 
Glen International chairman Terry | 
since - 
Minebea's purchase of New Hampshire. 3 
Ball Bearings Inc. early last year, re- 
venues from the company's foreign de- 
fence business" exceed. income from 
domestic defence contracts. ti 




















f uch now will depend on the Noga no 
: though the MoF 
; asily spoil Trafalgar/ 
3ler alles ed plans. Jeff Uscher, an 
analys in aca with Hoare Govett, 

| ut cedent exists 
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mitments — including his house in | offer to resign. But the amendment is a 


Kuala Lumpur — before his trial comes 
up in May. This may take longer than 
anticipated: a proposal by Unico, the in- 
vestment arm of the Associated Chinese 
Chambers of Commerce and Industry in 
Malaysia, to buy 32% of GUH’s 49.8%- 
owned Supreme Corp. has run into op- 
position from its shareholders. GUH 
now appears reluctant to sell off Sup- 
reme and its board is now planning to 
meet Unico's to discuss the possibility of 
Unico taking the stake instead. 

Meanwhile, the MCA central com- 
mittee passed several, long-deliberated 
amendments to the party constitution, 
which will likely be endorsed at its extra- 
ordinary general meeting on 2 March. 

The most significant does away with 
all "acting" party positions — including 
that of president — which means deputy 
president Datuk Ling Liong Sik au- 
tomatically becomes ‘full president 
should Tan eventually step down. Al- 
hough superficially merely a cosmetic 
hange, as the acting president would in 
any case carry out the duties of the pre- 
sident, in practice an acting president 
does not wield quite the same power as 
an endorsed party leader. 

The possibility of such a shift is, for 
now, conjecture: the central committee 
unanimously rejected Tan's earlier 


the Tokyo Municipal Court that Tokyo 
Sugar had unfairly issued 3.89 million 
shares in a "public offer" to stable 
shareholders. 

The issue had been made the year 
before in an attempt to foil an un- 
friendly takeover bid. The court had 
based its judgment on Section 280:10 of 
the Commerical Code which prohibits 
the issue of equity or securities which 
can be converted to equity in *an unfair 
manner." 

The MoF may in fact have already 
come down on the side of Minebea, ef- 
jectively challenging the 1958 ruling, by 
approving the private placement in the 
first instance. Previously, the MoF had 
maintained a policy of “preference for 
public offers." Under current law, a 
company’s board of directors can issue 
equity to a third party without share- 
holder approval, provided that the issue 
is done at gnarket price. Uscher believes 
it is "possible" Trafalgar/Glen may cite 
Section 280:10, but, given the MoF's 
stance, he doubts whether such a stra- 
tegy could succeed. 

Glen's Ramsden, in a statement re- 
leased in Tokyo in October, said that 
Japan's "credibility as a sophisticated fi- 
nancial centre" would depend on the re- 
sult of his *unique takeover bid." He 
seems right in assuming that the issue is 
one of credibility, but not necessarily 
that of Japan. Some observers regard as 
a pity that points currently being made 
about Japanese corporate behaviour 
with respect to the Minebea affair are 
not being made as forcefully by foreign 
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Líng: amendment boost. 


definite boost for Ling, as it could allow 
him to contest the president's post as an 
incumbent some day, should he so wish. 

(The possibility of Tan being forced 
to resign for legal reasons has also re- 
ceded. Despite some legal opinion ® 
Kuala Lumpur that conviction of of- 
fences described under Malaysia’s 
Societies Act extended to Singapore 
[REVIEW, 27 Feb.], it is now clear that 
this is not the case. If found guilty of the 
charges he is facing in Singapore, Tan 


NEW STRAITS TIMES, 





financial interests that command re- 
spect in Japan. It is also regretted by 
many Tokyo-based security analysts 
that this first foreign try at a hostile 
takeover should be aimed at a Japanese 
company which can so easily be de- 
fended by the national-security argu- 
ment. 

Takahashi, too, would seem unlikely 
to grow any the richer for his defensive 
manoeuvring. Securities analysts say 
Minebea can only lose money by acquir- 
ing Kanemori, whose depressed busi- 
ness — mainly clothes — would appear 
to figure nowhere in the promotion of 
ball-bearing or precision electrical- 
equipment sales. By this and other de- 
fences, Takahashi is digging his toes in, 
but some foreign security observers be- 
lieve he may be digging his own com- 
pany’s grave in the process. 


T reason lies in the example Taka- 
hashi is setting to other companies 
targeted by corporate raiders. One of 
the apparent gambles behind the Trafal- 
gar/Glen move seems to have been that 
because of Takahashi's controversial 
standing in the Japanese business and 
banking community, few Japanese in- 
terests, such as banks with big Minebea 
shareholdings, would rush to rescue him 
from predatory foreigners. The feeling 
in Japanese security circles seemed to 
be that such a fate would be just desserts 
Tor Takahashi, who is publicly critical of 
many facets of Japanese-style manage- 
ment and often praises American cor- 
porate practices. 


— zz a EN 
E a oe MP — Lek, set Pr ee, 


would not be obliged to resign as MCA 
president under the Societies Act, as 
only convictions in Malaysian courts 
apply.) 

Other amendments to the MCA 
charter were a direct reaction to man- 
oeuvres between Tan’s now-ruling fac- 
tion and that of ousted former party 
chief Datuk Neo Yee Pan during their 
two-year power struggle. Members may 
now by-pass a reluctant secretary-gen- 
eral in calling for a party emergency 
general meeting. The president's pow- 
ers regarding appointments and ulti- 
mate expulsion of members, too, will be 
curtailed and transferred to the central 
committee, making it imperative for a 
president to have the full backing of his 
central committee if he is to run the 
party. 

Having emerged from a prolonged 
and acrimonious war of numbers, party 
leaders also sought to prevent future 
padding of the membership rolls. The 
amendments fix the number of del- 
egates sent by each division to the an- 
nual party assembly from five to 52, de- 
pending on the size of the division. To 
date, each division was entitled to send 
one delegate for each 100 members, en- 
couraging divisions to boost member- 
ship registers to give them more say at 
the assembly. O 


But Takahashi so far has managed 
single-handedly to fend off his foreign 
suitors, by the tactics of private place- 
ment and merger. In doing so, obser- 
vers say, he has given the Japanese fi- 
nancial community a good lesson in how 
to thwart a takeover. Yet Minebea's 
own growth has been — and continues 
to be — largely by unfriendly acquisi- 
tion. If Takahashi's methods of defence 
become widely copied, he may find his 
own growth-by-acquisition strategy that 
much more difficult to implement. 

The apparent success of Takahashi's 
defence is also evident in a changed at- 
titude on the part of Japanese com- 
panies towards the issuance of converti- 
ble bonds and warrant bonds. The 
Trafalgar/Glen effort to convert 
Minebea warrants into shares at first ap- 
peared to make a number of corpora- 
tions rethink the wisdom of issuing con- 
vertibles and warrants to raise cheap 
Euromarket finance, even though their 
level of exposure was not believed to be 
big enough to justify serious concern. 


Thus foreign securities houses feared at — 


first that growth in a new Japanese debt- 
instrument market could be slowed. 
Since the first Japanese-issued 
equity warrant in 1982, the Japanese 
warrant market had grown to 170 issues 
by end-1985, representing 132 Japanese 
quoted companies and more than US$6 
billion in investment. This year, how- 
ever, dealers see no fall-off in such Ja- 
panese issues. Some even predict a re- 
cord volume of both convertible-bond 
and warrant-bond issues in 1986. * D 
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Hely in Australia 


rofits of many Australian oil 
oducers will most likely be halved 


/o from A$44 (US$30.90) a barrel to 


lary, sent the share- -prices of oil stocks 
ding, eae the oil and gas index 
points or 5.5% lower on 25 Feb- 
gary — its biggest single-day fall since 
September last year when it fell on 
re-tax package jitters. 
Oil analysts are predicting a loss of 
ther 70 points for the index as oil 
ducers are re-rated in light of a possi- 
33% loss in their revenue base — 
ich translates into a 15% drop in pre- 
ofits. 
e large falls were headed by San- 
, Which lost A$76 million or almost 
/o of its market capitalisation when it 
10 A cents to A$3.95, while CSR 
30 A cents to A$2.98, Bridge Oil 
d 12 A cents and Claremount 10 A 
to 90 A cents. 
he most severely affected company 
an ‘dollar terms if not percentage 
rms — is Australia's biggest company, 
Broken Hill Proprietory Co. (BHP), 
currently facing a takeover bid from 
Robert Holmes à Courts Bell Re- 





Ina full year, BHP is estimated to 

ce of A$27. 

s earnings are believed to be 
iè order of A$1.1 billion for the 

ending on 31 May with oil and 





lysts believe BHP will offset 
of the oil and natural-gas setback 
ncreasing steel and mineral earn- 










]. | (USS29.4m) 


AS55.5m 
(US$39.0m) 
HK$47.5m 
(US$6.1m) 


M$11.5m- 
(US$4.6m). 
















lowing the government's decision to 
the import-parity price of oil by 


27 in response to lower world oil 


1 e decision, anounced on 24 Feb- 


e A$165-170 million in profits with an | 


ra gas contributing about A$620. 


| % change 
ON on period 
Y31 Dec. | ¥22.8b -3.8 
| (US$125.1m) 


| A$41.74m 348 















The reduction in earnings for BHP is 
less dramatic than for the new oil com- 
panies because it was receiving only 
around 13% of its oil price after taking 
out the 71% average excise levy by the 
federal government plus other royalties 
and corporate taxes. Other new-oil pro- 
ducers will take about 80% as opposed 
to BHP's 13% of the A$17 a barrel fall 
on the chin. . . 

Prior to the price cut, BHP’s share- 
price had a built-in expectation of the 


lower import-parity pricing, dropping 


over the past month from a high of 
A$7.63 to A$6.70 — exactly A$1 lower 
than Holmes à Court's bid price and 


| making the A$7.70 figure appear more 
and more attractive. But BHP's share- 


price plummeted following the import- 
parity pricing policy, dropping to a low 
of A $6.50. 


Ox of Holmes à Court's conditions 
of the bid was that he had the right 
to withdraw the offer if there was a 


"material change" to the price of BHP's | 


Bass Strait crude oil. But he has indi- 
cated that the government's decision to 
cut the price by A$17 a barrel did not 
constitute a material change and was 
largely what he anticipated. 

At the same time as the pricing deci- 
sion, the Bell Resources A$7.70 a share 
partial takeover offer for BHP made 
significant headway in the market. The 
key gain was the decision by the Na- 
tiona! Companies and Securities Com- 


legislation would apply to the Bell bid. 
This allows shareholders to accept 
the offer for the proportion of his hold- 


ing sought by the bidder — in this case | 





' % change | Dividend 
















(US$30.2m) 






€. 599 5b +42 ¥8 
(US$3.3b} ione 
A$735.24m +28 | 5¢ 
(US$517.2b) (nil) Tooheys. 
A$1.42m | +34 7¢ 
(US$998.6m) | (6c) 
HK$573.3m +24. | ag 
 (US$73.5m) | (n.a.) 
M$74.7m +09 | 11% 
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Net income dropped in wake of sharply strengthening yen 
Recurring profit forecast to fall 10% for current year. 


Profit boosted by four | months of returns from ‘Castlemaine 


Contract to transport publications for News Cop. in S Britain will | 
| contribute to profitability in 1986-87. - 


| First results since going publi ic in January Full-year profit | 
forecastto be HK$84m. . | 


Faling operating prof pelt masked By Tar large increase in Ld : 
allowances. - si I 


S 
mission to rule that the so-called multi- | 
plier effect under proportional takeover 

| drop i in diesel costs where it is used for. 


| ernment sources, this. will reduce farm - | 
| 





ct; allo. the 250 million & massam: ac- 
ceptance condition on the bid to be met 
from initial shareholders representing 
250 million shares — or 20% of capital 
— rather than by shareholders repre- - 
senting 500 million shares. BHP reacted 
angrilv, asking the Supreme Court to 
overturn the ruling and block Bell from 
proceeding with its offer. An A$27 a 
barrel level will provide little incentive 
for exploration, with the cost of trans- 
port at A$18 a barrel for onshore pfo- 
ducers and oth de 7 costs at | 
around A$6. Whi e larger oil pro- | 
ducers or junior. exp rers with some 
production will get through the freeze 
with reduced levels of exploration, the 
pure explorers can expect to find little 
comfort from the market should they 
seek to top up with cash when their funds 
and current programmes are exhausted. 
The exceptions to the falling 
prices are expected to be Hartogen a 
Woodside, which have a higher expo- 
sure to the natural- -gas market. 
Australian consumers will benefit 
from the reduced cost of oil with a lower 
5.3 A-cent drop in the petrol price. The | 
government squeezed this out after re- | 
couping 75% of the revenue lost 
through the lower crude-oil levy by in- | 
creasing petrol excise by 30%. This As 
expected to cut the inflation rate by 1% | 
The*petrol-price reduction is expected 
| 
| 
















to cost the government A$420 million in 
consolidated revenue over the next fi- 
nancial year (beginning 1J uly) whilethe 
cost this financial year is expected to be 
A$150 million. The revenue loss to 
the government is less than had been ex- 
pected, giving Treasurer Paul Keating 
more leeway for tax cuts in his next 
budget. ie 
In a concession to Australian far 
the government has decided to | 
exempt them from the higher excise ong 
diesel, producing a 10.6 A cents a litre. | 








primary production. According to gov- 


costs by A$200 million a year. u 








Comment 










rrr ha mee ANAN eh 


gs T Le 


gi í 4 "£3 
^j T | 3 Des — a 
4 Lm - A 


aadi 





Ta E 


Bhunging oil prices force Indonesia to revise its tax take 


By Paul Handley in Jakarta y 


Th unexpectedly steep plunge in 
crude-oil - prices has forced In- 


donesia to abandon the last visible pillar 
of its support f or Opec price and pro- 
duction controls. In a move expected 
for some weeks, by foreign oil contrac- 
tors, taxation of oil revenue, based on 
the Opec-derived Government Sche- 
dule of Prices (C SP) has been replaced 
with a flexible, magket- price based tax 
system. With the change, foreign oil 
companies expect to have less trouble 
producing and selling Indonesian oil 
(REVIEW, 6 Feb. ). 

Zudhi Pane, spokesman for the state 
oil monopoly Pertamina, confirmed 
that the new measure had been ap- 
proved by Minister of Mines and 
Energy Subroto. Details of the decision 
have yet to emerge, but officials at 
foreign oil companies believe Per- 
tamina intends to tax them on a barrel 
price based on a basket of current mar- 
ket prices of mostly Western crudes. 
The new policy will be retroactive to 1 
February, once details are explained to 

| the companies. 

Foreign oil companies, which ac- 
count for about 95% of the oil produced 
in Indonesia, have since late 1984 Deen 
pressing Pertamina to adjust the policy 
of taxing them as if they were selling oil 
at GSP prices, ‘tied to official Opec re- 
ference prices. While companies said 
they were selling their share of the oil at 
prices well under GSP levels, Indonesia 
stuck firmly to the GSP in support of 
Opec price controls. 

The situation became more acute 
late last year, when spot-market prices 
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for Indonesian crude fell US$3 or more a 
barrel below the GSP, which was last re- 
vised in July. The threat that companies 
would cut back production, rather than 
pay the GSP-based tax, became real. 

In January, crude prices dropped 
suddenly, putting the gap between GSP 
and spot prices at more than US$8 a bar- 
rel. By late February, spot prices for In- 
donesia's major crude, Sumatra Light, 
were more than US$10 a barrel under 
the GSP price, last set at US$28.53. In- 
dustry analysts say the government re- 
sisted implementing the crude basket 
price, called a realised price, until it was 
clear that Opec strategies to firm up the 
market had failed. 

How the government plans to react 
to the fall in crude prices is not clear. 
Analysts say the 1986-87 budget (for the 
year starting on 1 April), just passed by 
parliament despite rumours of a pend- 
ing revision, was based on an oil price 
averaging US$23 a barrel. The budget 
projects that oil and natural-gas re- 
venues will supply 55% of government 
income. Economists said that, with the 
deliberate slowing down of major pro- 
jects and a slight drawdown of govern- 
ment reserves, Indonesia could manage 
the budget with oil at US$20 a barrel. 

However, spot-market prices for 
major Western crudes to be used as re- 
ference for the Indonesian realised- 
price base have been below US$14. The 
government planners, according to one 
economist, were not surprised by a drop 
in prices; they were stunned, though, by 
its magnitude. 

As parliament passed the budget, 
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pressures. were growing on other cone 
related to hydrocarbon income. Japane 
ese. buyers of . liquefied natural | 
(LNG), the country’s second- -largest 
source of foreign exchange, were pres af . 
suring Pertamina for a large cut in ‘thei 
contract prices. South Korea, planning | 
to begin a 20-year LNG import contract d 
with Indonesia later this year, was try- 
ing to renegotiate the contract-pricii | 
mechanism to follow the crude-pric LE 
plunge. Taiwan, too, in the midst of dis- 
cussing a new LNG pact with Pe t 
tamina, has held back as it watched the 
effect of oil prices on LNG export ES i 
At home, grumbling was being heard 
from industrial energy users. While | 
domestic fuel prices in neighbouring. 
countries have been reduced, Per- 
tamina continues to sell fuels based on 
the Opec prices of a year ago. Industrial 
consumers, such as cement plants, say - 
they are losing competitiveness at a time | 
when the government needs to boost 
non-oil exports. However, a senio "ac 
energy official told the REVIEW that the - 
cabinet had not gotten close to consider- 
ing a change in domestic fuel prices: o 
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record high as bulls flooded the market, buoyed by 


this year. Singapore and Malaysia appeared to be 


ongkong was a major loser. 


UNG: Counters lost ground amid cauti- 
ahead of Sir John Bremridge's final 
announcement on 26 Feb., before his re- 
from the post of financial secretary. Sen- 
may also have been dampened by a horse- 
g- scandal, which may implicate-local busi- 
ven. An increasingly explosive situation in 
hilippines and the publishing of the Sing Tao 
ion prospectus may also have distracted pun- 
The Hang Seng Index lost 40 points over the 
od to close at 1,742.37 in moderate trading. 


YO: The Dow Jones Average reached a re- 
l of 13,503.49 points on 24 Feb. and volume 
the period soared, averaging a daily turnover 
7 million shares. Falling oil and other raw- 
erial import prices, following the strong yen, 
¿the market high, analysts said. Main be- 
ries were gas and electric-power utilities. 
were strong, and selected foods rose. The 
appeared due for a correction at mid- 
od but instead climbed higher. Railways 
Tokyu and Seibu, soon to catch a big tax 

, were heavily bought. 


SAPORE: it was a period of steady gains, fol- 
ed by a sharp fall after the weekend break. 
Nevertheless, Fraser's Industrial Index ended an 
ncouraging 88.72 points up to finish at 3,707.27. 
part from Singapore Land, which was the sub- 
t of strong buying interest, most attention was 
sed on Malaysian stocks. In particular, coun- 

s. associated with Duta Consolidated's Y. S. 
-rebounded after heavy selling pressure the 
0d before, following news of the appointment 
nking representatives to the board of the fi- 


lly strapped Sealion Hotels of which Yap is - 


rman. Trading volume averaged 11.4 million 
s a day, with blue-chips remaining in de- 


NE. 


LA LUMPUR: The market rebounded vigor- 
n the period as investors flooded back into 
rket on news of firmer commodity prices 

eports from Singapore that a rescue bid for 
lectric was to be mounted by Cycle & Car- 
and Magnum Corp. Fraser's Industrial 
closed at 2,318.29 — only 37.4 points up on 
eriod, however, largely due to profit taking 
three straight days of gains and prompt de- 


f an impending Pan-Electric bail-out. Aver- 


ading volume was a healthier 10.4 million 


s a day. 


TALIA: Markets bounded ahead on special 
ns and strong interim profits throughout 
od, with the All Ordinaries Index finishing 
iod at. 13.5 geil s at 1,062. The 
‘forming All Industrials Index continued 

re records and advanced 36.5 points to close 
.9 while mining stocks were keenly sought 
ose of the period, boosting the Metals and 

erals Index 19.9 points to 520. Broken Hill 
tary (BHP) continued to slide on unstable 


prices and nervousness over the government's - 


rteparity pricing policy due out on 26 Feb. 


BHP lost 33 A cents (23 US cents) to A$6.70, ASI | 


below Robert Holmes à Court's bid price. 


NEW ZEALAND: Despite waning corporate ac- | 
tivity, the market remained generally firm. Some - 
stocks were sold down under sustained private- | 


client selling pressure. However, there was strong 


institutional interest in leading stocks — Good- | 
man, Carter, NZ Forest Products, Progressive | 
and Waitaki. A revised budget-deficit forecast of — 
NZ$1.7 million (US$904,255) and a bearish busi- 


ness opinion survey did little to stop the market, as 
technical indicators continued to be positive. 


TAIPEI: Fuelled by vast surplus liquidity and de- 
clining deposit rates in the banking system, the 


market continued to extend its gains of recent 


months. The weighted price index rose 7.90 points 
on the period to close at 932.20. Most of the gain 
came on the first day of trading, when the index 
jumped above 933. The fact that the market then 
consolidated at the new level for the rest of the 
period was taken as an indication of further rises 
to come in the near future. Cement shares went 
against the grain, with the specialised index drop- 
ping 3% to 282.43. Volume was heavy, as average 


daily transactions amounted to NT$2.54 billion 


(US$63.5 million). 


SEOUL: The bulls continued their rampage, driv- 
ing the composite index to another all-time high 
— 177.78, up 9.79 points on the period. Trading 
was heavy, averaging 49.39 million shares daily, 
up 18.817 million from the previous period. Confi- 
dence stems from optimism over the economy 
which is likely to benefit from falling oil prices and 
interest rates, and a rising yen. The government's 
announcement in mid-period of price cuts in 
energy and oil-related products fueled further op- 
timism. Leading the rise was machinery, which 
was expected to benefit as the revalued yen forces 


companies to buy local goods. 


MANILA: Average daily turnover surged ahead to 
P4.3 million, (US$215,000), from the previous 
period's P 1.70 million, with share prices ending 
mixed. Selling pressure was noted in some coun- 
ters. The political crisis that enveloped the coun- 
try with the launching of the military rebellion on 


22 Feb. kept the market closed on 24 Feb. Banks Ll 
were closed on 24 Feb. as well. When the market 


reopened 26 Feb., however, New York buying led 
a bullish rampage causing the index to soar by 
more than 22%. : 


BANGKOK: Prices were mosfly stable as invest- 
ors’ cautiousness prevailed. Most stocks fluc- 
tuated within a narrow range in light trading. The 


announcement of dividends by Siam City Cement - 


and Bangkok Bank failed to stimulate fresh buy- 


ing interest. The Book Club Index closed the 
period unchanged at 123.41. Thai Glass Industry 


outperformed other counters while Bangkok 


Nylon suffered the greatest loss. Total turnover. - 


«e of mopping-up operations from the Pan-Electric | : 
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amounted to 961,486 shares, valued at Baht |. Asahi 


127.20 million (US$4.8 million). 


1,742.37 


~2.28% 





228479 | 15921 | 93327 


2,319.85 169.91 |. $3524 — 752.52 
2,363.31 172.53 4. $31.38 787.10 
2.373.22 174.58 ^ —— 933.86 -= 78740 - 
closed 174.86 935.41 closéd 
2,318.29 177.78 932.20 closed. 
18196 © +5.83% +0.85% +0.57% 


Thomas Nationwide Trans «63 3.9 
Western Mining 3.59 +5,9 ~ 
Westpac 4.64 2.2 5.8 
Woodside 1.14 ~ 2 a 
Woolworths - 3.60 -0.3 44 


Firna Metal Box 4.30 
Hume industries 2.44 
Malayan Cables 5.50 
Malayan Cement 0.845 
Malayan Credit 1.13 
Malayawata Steel .  Q890 
Malaysia Building Society 3.06 
Matsushita 6.70 
New Straits Times 8.55 
Pan Malaysia Cement 074 
Perlis Plantation 3.08 
Public Bank 1.21 
Rothmans 4.36 
Shell Refining Co. 3.46 
Tan Chong Motor 0.44 
United Motor Works 0.385 
United Plantations 3.95 
Yeo Hiap Seng 1.15 


24Feb, "change  '& 
NZS onweek yield — 

Brierley m 740 +07 14 
Carter Holt 3.25 me 47 
Crown Corp. 142 -Ba 8.5 
Fisher & Paykel 2.80 EX 43 
Fletcher Challenge 3.77 l &.1 
Goodman Group "7 425 31 
Lion Breweries 5.00 34 3.6 
NZ Forest Products — . 2.42 +47 — 60 
NZ Oll and Gas 0.44 -4.3 ~ 
NZI 164002 | = 52 
Progressive 3.58 *08 *.6 
Waitaki NZR 1.88 -8.7 7.8 
Wattie 3.50 42.9 43 
Winstane 1.88 243 48 


SINGAPORE & KL 


 Atias-B 

. Ayala 

Globe Mackay 
Lepanto- i 
Orientai-B 
 PhilQverseas-B 
' Podéo-B 

. San Miguel-B 
Trans-Asia 


24Feb. 
Won .. 


| Commercial Bank 

of Korea 650.00 

24Feb. ‘change % Daelim ind. 538.00 

ss onweek yield Daewoo Corp. 806.00 

100 £36 8.7 Dong-A Construction 520.00: 

224 214 45 Gold Star Cable 1,248.00 

2.59 23 49 Han Yang Corp. -. 
Consolidated Plantations 2.05 «28- pE | HAMA ee s^ 
Cycle & Carriage 1.63 - 31 Gawn i Carp. yore b 
Dev. Bank of Singapore 4.96 «3. 31 orean Airlines j -6. 
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GIB -Your Middle Eastern Link 


In the highly competitive markets of the Gulf, 
effective trade financing calls for in-depth local 
expertise combined with resources and experience 
on a truly international scale. 

The kind of trade finance service offered by 
Gulf International Bank. 

That's why more and more major exporters to 
the Gulf turn to us for advice and assistance -because 
our closer understanding of, and involvement with 
Middle Eastern markets has enabled us to develop 


a team of trade finance professionals who specialise 
in meeting your needs swiftly, efficiently and 
cost-effectively. 

And the story doesn't end there - our trade 
financing capability is one of a comprehensive range 
of commercial and merchant banking services 
through which GIB provides your Middle Eastern 
Link throughout the Gulf and the rest of the world. 

For further information, please contact our trade 
finance experts at GIB's Head Office in Bahrain. 


Gul international Bank è; 
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YOU'RE LOOKING | 
IN TELECOM 





Anderson & Lembke AB, Stockholm. 








INICATIONS 


Rush hour, Regent Street, London. From a 
taxi cab here you can phone anywhere in the 
world. And never talk to an operator. 

Today many London taxis are equipped 
with cellular mobile telephones. They work 
like any other phone, but in places phones 
never worked before. Like cars, trucks, 
boats, and taxis driving down Regent Street. 

The system that makes the phones work 
is manufactured by Ericsson and operated 
by Racal-Vodafone Limited. 

Ericsson is the world's most experienced 
manufacturer of cellular mobile telephone 
systems. We have supplied systems of every 
size-including the largest ever built with its 
over 200,000 users, in Scandinavia. 

Our cities include Chicago, Toronto, 
Madrid and Kuala Lumpur. 

An expansion of Racal-Vodafone's AXE 
telephone exchange in London will shortly 
make it the largest capacity cellular exchange 
in the world. 

The next time you want to make a call 
from Regent Street, call a cab. 

The next time you want to profit from the 
latest in telecommunications, call Ericsson. 








ERICSSON Z 


Ericsson Radio Systems AB 
è S-16380 Stockholm, Sweden. Telephone: +46-8 7570000. 


THE VERY LATEST 









AUTUMN | 
NEW ZEALAND 





GOLDEN DAY 
YOU'LL REMEMBER 
WITH WARMTH 


Contrary to popular belief, New Zealand is quite the place to visit 
from February through May. During these autumn months when 
the landscape turns a splendid gold-and-red, Kiwiland is a country of 
clear warm days. With only a hint of crispness in the air, and 
temperatures that range from 15? to 28°C (59° to 84^F). 

You'll do all the things you would in summer. Hiking and climbing, 
hunting, yachting and cruising, flightseeing, outback safaris, river 
adventures, perhaps even a round or two of golf. The time and space 
are yours to do as you please. 

You may choose to stay at a luxury hotel, or at an exclusive, small, 
family-run lodge. There are also motels specially well suited if you 
are seeing New Zealand by car. Again, you could take off in a 
campavan and go where the road takes you. 

For the slightly less adventurous, there is an 
unlimited variety of group tours. And it isn't difficult 
to find the tours that cater to your fancies. 

Visit New Zealand now. With Air New Zealand. 
Voted best, five years running, by the American 
Travel Holiday Magazine, we naturally know our 
country best. New Zealand in autumn — you'll 
remember it with warmth! 





& air new zEaLarnn 


e 10A Collyer Quay 401-14, Ocean Building Annexe,Singapore 0104. Tel: 918266. e Room 3411, 34th Floor, 
Connaught Centre, Hong Kong. Tel: 5-249041. * Golden Rama Express Travel Agency, 57 Jalan Sultan 
Hasanuddin, Jakarta Selantan, Indonesia. Tel: 730688. e World Travel Service, 1053 Charoen Krung Road, 
Bangkok 10500, Thailand. Tel: 2335900-9. e Udara Travel & Tours Sdn. Bhd., 1st Floor, Wisma Golden City, 
75 Jalan Bukit Bintang, Kuala Lumpur 06-24, Malaysia. Tel: 2425654, 2425746. 






The road 
for a refugee 


is as long 
as you make it. 
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This road can be very short if we all help.. 
It may lead the refugee back to his home- 
land. It may mean the beginning of a new 
existence in a neighbouring country. Or it 
may take him thousands of miles away from 
his home 

The United Nations High Commissioner 
for Refugees co-ordinates world-wide efforts 
to solve refugee problems, to give human 
rights back to refugees: work, education, 
freedom from persecution, legal protection. 

Since 1951, UNHCR has helped some 
25 million refugees to begin a new life. 





; UNHCR 


United Nations High Commissioner for Refugees 





Asia is home to more than half of mankind. Every day, 
events are happening here that not only shape the re- 
gion’s future but affect the entire world. The Asia 1986 
pearbook does more than cover these events — it com- 
piles, analyses and interprets them. No businessman 
can afford to ignore them. Nor can any professional or 
scholar or anyone who has dealings with Asia. Decide 
for yourself whether any other single medium puts the 
economic, socíal and political realities of Asia at your 
fingertips as does the Asia Yearbook. 





Now In its 27th Edition 

The Asia 1986 Yearbook, now in its 27th year, is bigger 
and more comprehensive than ever before. Matching 
the rapid pace of Asian development, it goes into great- 
er detail, with greater insight — a book which everyone 
who needs to know about Asia must have on the book- 
shelf. 


Features 

The Asia 1986 Yearbook includes two new chapters — 
covering a historic year in South Asia, and analysing US 
k:volvement in Asia — but you will find familiar chapters 
mid features as well: a portrait of The Region, The 
Power Game, Population & Food, Development Banks, 
Asian Finance, Asian Investment, Commodities, 
Energy, Aviation, Shipping, Fishing, Trade & Aid, the 
Pacific, Asian & Pacific Organisations, and a round-up 
of the year's news stories. 


As in the past, the Asia 1986 Yearbook has an abun- 
dance of charts, tables and graphics to illustrate the 
-naterial, including a full military profile of each regional 
country. 


The main body of the book contains chhpters on 31 
countries, ranging from Afghanistan to Japan, from 
China to New Zealand. 


Country-by-Country Analysis 

rach country is discussed with up-to-date reviews of its 
Politics and Social Affairs, Foreign Relations, Economy 
and Infrastructure, complete with a map and lists of 
leading public officials. The Asia 1986 Yearbook gives 
you localised, first-hand information on everything from 
market potential and population trends to foreign aid in- 


olvement and social and culturhi landmarks. Each 
¢ 













country chapter has a Databox giving essential vital 
statistics. And there is also a statistical round-up com- 
piled against a master questionnaire provided by Year- 
book experts. 


How We Did it 

Published by the Far Eastern Economic Review, the 
Asia 1986 Yearbook is the result of thousands of man- 
hours of work during the year. Every week, the Reviews 
correspondents file on-the-spot reports from every 
major Asian capital and every area of interest through- 
out the region. This leading team of writers, analysts, 
experts and research staff contribute (as they have reg- 
ularly for 27 years) to keep the Asia 1986 Yearbook on 
top of events. To give you Asia minus the mystery, 
minus the myth. To give you Asia as only the Far East- 
ern Economic Review can. 


Soft Cover: HK$170/US$23.95/£20/5$49.50/M $56.50 
Hard Cover: HK$200/US$27.95/£23.75/S$58.50/M$67 
For airmail delivery, please add: 
HK$55/US$7/£5/S$15/M$17.50 per copy. 


D |] 


To: Publications Division, 
Far Eastern Economic Review, 
G.P.O. Box 160, 
Hongkong 


| FarEastern Economic | 





Please rush me copy/copies of the Asia 1986 Yearbook as 
indicated. i enclose a cheque/postal order for 
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Asia 1986 Yearbook (Soft Cover) 


Price: HK$1 uisa oe eee 50/M$56.50 each 
No. of copies ——— s L1 by airmail* 


Asia 1986 Yearbook (Hard — 
Price: ANPES IE AETA: 50/M$67 each 


No.-OFCODIeS uS EJ 3 by surface C] by airmail* 


*For airmail delivery, please add: 
HK$55/US$7/£5/8$15/M$17.50 per copy. 
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LETTER FROM MAHARASHTRA - 


F^ more than three decades, sugar- 
cane has symbolised the success 
story of rural prosperity in the western 
plains of India's Maharashtra state. 
Today the sugar lobby has grown so en- 
trenched and powerful that it has 
evolved into a virtual power broker 
among the state's leaders. 

Large-scale sugar cultivation in the 
state got its initial fillip in 1949 when the 
first cooperative sugar factory was 
formed in a move which was aimed at 
putting the control of sugar refining into 
the hands of the cane-growing farmers 
themselves. Since then Maharashtra has 
overtaken Uttar Pradesh state which 
was the earlier centre of cane growing 
and sugar refining in India. Some 80 
Maharashtrian factories, 70 of them 
cooperatives, now account for one-third 
of the country's output. 

But the same sweet success has left a 
bitter taste among the small growers 
and farm labour of the sugar belt and 
the rest of the state's 
drought-prone area. 
Also, contrary to the 
original spirit, the 
term “cooperative” has 
turned out to be a mis- 
nomer. Every so-call- 
ed cooperative sugar 
factory has come to 
control land, invest- 
ment, transport, other 
auxiliary industries 
and jobs in its area. In 
turn, those who run 
the cooperatives also 
run the politics of the 
district. 

Although sugar- 
cane is grown almost 
entirely on private 
land, about 10% of the 
producers — who 
wield power in the 
cooperative factories — grow more than 
80% of the cane in the state. Thus, the 
vast majority of the small holders are at 
the mercy of the rich farmers for state- 
subsidised power, fertilisers and irriga- 
tion. 

Lower down the ladder of exploita- 
tion are the factory workers, local farm 
hands and the immigrant cane-cutters 
— the last being employed only for six 
months a year. The factory workers are 
all unionised and make about Rs 500 
(US$41) per month, while the unor- 
ganised farm hands earn daily wages of 
Rs 10 per man and Rs 5 per woman. 
Worst off are the cane-cutters who flock 
to the irrigated sugar belt during the 
harvest from the neighbouring dry re- 
gions. Working on piece rates, a family 
of four can cut about a tonne of cane ina 
day in return for a meagre Rs 14 for the 
hack-breaking work. In the caste-rid- 
den countryside, untouchable cane-cut- 
ters earn even less. 
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Grateful as the cane-cutters 
are for seasonal employment, 
the riches of the lush green 
sugar belt has aroused envy in 
the neighbouring non-irrigated 
parts. Only 12% of the state's 
cultivable area is under irriga- 
tion and sugarcane consumes 
half the water supplied by the 
state-owned Irrigation Department. In 
contrast, large tracts of land growing 
traditional foodgrains are starved of 
water. Political analysts argue that 
this inequity is a direct result of the 
state's emphasis on sugarcane, which 
monopolises water — at subsidised 
rates — and other resources and cen- 
tralises political power in the hands of 
the rich farmers of the sugar belt. 

New voices questioning the politics 
of water distribution are now being 
heard. Datta Deshmukh, an official of a 
private committee formed to fight 


drought, maintains that as sugarcane re- 
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Cane workers: bitter-sweet politics. 


quires eight times as much water as 
other foodcrops in the region, the rich 
sugar-growers should dig their own irri- 
gation wells, leaving the government to 
irrigate the rest of the state. 


he committee, supported by opposi- 

tion political parties and trade unions, 
came into prominence after its birth as a 
citizens movement during a major 
drought in the early 1970s. Deshmugh, 
himself a successful engineer-turned- 
farmer, has for nearly two decades been 
active in organising farm labourers and 
other rural artisans and has emerged as 
a prominent political critic of the state's 
rich farmers. 

V. M. Dandekar, chairman of the 
drought committee and a noted 
economist, is even more outspoken: 
"Not a single new sugar factory should 
be allowed to be built in the next 15 
years. Water should be distributed 
equally and fairly. And today's need is 














for a powerful people's move- 
ment to reverse the current po- 
litical trend in Maharashtra to 
make this [fair distribution] 
possible." 

Such views have inevitably 
roused the ire of the rural elite. 
“Canals of blood may flow, but 
we [from the sugar belt] will 
not give up one drop of water; cane and 
sugar factories are the glory of,Ma- 
harashtra," thundered a state legislator. 
Sharad Joshi, another leader of the big- 
farmer lobby, accused the members of 
the drought committee of being urban 
intellectuals “jealous of farmers getting 
money in their hands.” The charge rings 
hollow to the rural majority in the dry 
areas where even drinking water is in 
shortage and people have to queue for 
state water trucks for their water r; 
tions. | 

The Khanapur sub-district in Ma- 
harashtra highlights the contradic- 
tion between water 
and sugar in the state. 
Khanapur is located on 
the plateau adjoining 
the Krishna river val- 
ley, the power base of 
the state sugar barons. 
For the past four years 
Khanapur has been hit 
by drought, yet in the 
same period a new 
sugar factory has been 
licensed for the area, 
which will monopolise 
most of the water to be 
provided by an expen- 
sive irrigation system 
which will lift the 
Krishna water to the 
plateau. 


A citizens move 
ment to resist 4 
power of the suga 
lobby is growing steadily in Khanapur. 
There, and in other parts of Maharash; 
tra, farm labourers and peasants have 
formed groups under the banner of 
mukti sangharsh (liberation struggle). 
With help from the activists from the 
statewide drought commigee, these vil- 
lagers have begun to put forward their 
own alternative model of development 
based on small-scale irrigation ditches 
and water tanks as against the gov- 
ernment's preference for massive pro- 
Jects. . 
The activists are also encouraging 

the rural people to take the road of self- 
help in solving small and local develop- 
mental problems rather than depending 
on government handouts. While the 
sugar barons will doubtless resist these 
moves, they cannot totally curb the 
populist tide. Thus, the sugar politics of 
Maharashtra is set for a higher level of 
confrontation in the coming years. 

f — Gail Omvedt 







6 MARCH 1986 e FAR EASTERN ECONOMIC REVIEW 





»anwa's added reach in Japanese finance 
can do a lot for your business 


A wide client base 


The Sanwa Bank, one 
of Japan's top financial 
institutions, fiis always 
stressed the importance 
of providing a wide range 
of services without bias 
to a wide spectrum of 
industries. With a cor- 
porate client base that is 
now among the largest 
and most diversified in 
Japan, Sanwa is uniquely 
positioned to assist over- 
seas companies of all 


industries in mergers and 
acquisitions, joint ven- 
tures, investment consul- 
tation, etc. 


Extensive domestic and 
Overseas operations 

With more than 250 
offices, Sanwa’s domestic 
network ig one of Japan’s 
most extensive. Sanwa 
specialists acrogs the 
country work in close co- 
operation with the Bank’s 
vast Overseas network 


in marketing advisory 
and other services to its 
growing international 
clientele. 


The world’s 

7th largest bank 
Forward-looking bank- 

ing made Sanwa what it 

is today: the world’s 7th 

largest bank*, with total 

assets of over US$109 

billion and the highest 

credit rating in inter- 

national finance. Backed 


also by credit and leasing 
subsidiaries, Sanwa 
bankers are now more 
active than ever in pro- 
viding the specialized 
financial and marketing 
assistance that overseas 
companies require in 
their dealings with Japan. 
Just ask your Sanwa 
banker. And see what 
Sanwa's added reach in 
Japanese finance can do 
for your business. 


Sanwa bankers are working for you everywhere. 
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Frederick Forsyth is a mem- 
ber of that very exclusive group 
of authors whose books you will 
find on sale in virtually every 
country you care to visit. 

And not only on sale but, 
year in year out, proving to be 
enduringly popular. 

Classics of their kind. 

‘The Day of the Jackal’ 
made Forsyth one of the world's 
best-selling authors. Subse- 
quently "The Odessa File, The 
Dogs of War, ‘The Devil's 
Alternative' and 'The Fourth 
Protocol' have each proved to 


LN 


The Frederick Forsyth style is unique. 


be a phenomenal success. 

Yet it is quality rather than 
quantity that has always been 
Forsyths primary concern. Just 
a handful of books is hardly a 
prolific output, but read one 
and you will realise why. 

The Forsyth style - a blend 
of uncannily authentic detail, 
superb story-telling, a meticu- 
lously constructed plot — takes 
a long, long time. 

Quality 1s also the principle 
behind Frederick Forsyth 
watch. A Rolex Oyster Day- 
Date Chronometer in 18 ct. gold. 


THE ROLEX DAY-DATE CHRONOMETER IN 18CT. GOLD. ALSO AVAILABLE IN WHITE GOLD 
9 








"For me, this is simply the best 
watch there is,” he says. "Its 
very tough, waterproof, and 
completely reliable so I never 
have to take it off whatever I'm 
doing. Its also very well design- 
ed and obviously a great deal of 
time, care and effort have gone 
into its construction. Thats why 
the idea works so supremely 
well." 

And, as Frederick Forsyth 
knows very well indeed, a famous, 
international suc- W 


cess starts with a 
ROLEX 


pertect idea. 
of Geneva 


=> coe ANE 
OR IN PLATINUM. 









Ia ern Economic Euphoria to Reality 


SOUTH KOREA: 


Power to the Party 


HONGKONG BUDGET: 


Surplus at What Cost? 
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If the IBM personal computer 
you've always wanted has been just 
out of reach, here's some very good 
news: the IBM JX is here. 

The new JX is a powerful 
IBM office tool incorporating some 
of the latest electronic technology. 
Technology which makes the J X 


more productive and less expensive. 


At the heart of the J X is the 
same 16-bit processor used in the 
IBM PC. But there is also new 
technology not found on any other 
[BM personal computer. Like 
3.9-inch disk drives that are more 
compact, more convenient and 
more reliable. And high-density 
chip components that make the JX 


Little Tramp character licensed by Bubbles Inc.,s.a. IBM isa registered trademark of the International Business Machines Corporation. 
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personal compute 


A powerful office solution 


and the lowest-priced 
IBM personal compute 





Power, flexibility, superb soft- 
ware and a surprisingly low price. 
Now you ve got all the reasons you 
ever needed to own the IBM 
personal computer you always 


trim and compact — to look good 
on your desk without taking it over. 
You will start to enjoy 
improved productivity from the first 
day. A broad range of easy-to-use 






JX business software speeds wanted. 
everything you do at your desk — See the IBM JX personal : 
writing, planning, filing, graphics, ^ computer at your 
bookkeeping. In addition, you authorised IBM 
can choose from hundreds of other ® dealer. 
programs written for the ESR 
IBM PC family. ; 
As you discover more ways an 
IBM JX can help, you can add £ 


powerful hardware options tô 
expand its capabilities. You can 
plug in more memory, disk drives 
and peripherals at any time. 
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Disses only one hotel in 

New Zealand 
with service like 
this. The Regent 
of Auckland. 








Superbly located in the 
centre of the business 
district, The Regent brings 
a new standard of service, 
comfort and elegance to 


Auckland. 
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A REGENT ®INTERNATIONAL HOTEL 
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TOKYO 03-211-4541 OR SEE YOUR TRAVEL PLANNER. 










In Dusseldorf 
our business location is unequalled. 
So is Our service. 


HOTEL 
INTER* CONTINENTAL 
DÜSSELDORF 






















THE ADVANTAGE IS INTER:CONTINENTAL® 
($ INTERCONTINENTAL HOTELS 


Karl-Arnold-Platz 5, (49) (211) 4553-0, Telex: 8584601. 
For reservations call: Hong Kong: 5-229879, Melbourne: 637219, A 
Osaka: (06) 264-0666, Singapore: 2202476, Sydney: 232 1933, Tokyo: 215-0777. 
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iving in hope 


ve have "progressed" so much from 
1e Hobbesian world where the forma- 
n-of society and the yielding of one- 
to political government was for the 
urpose of security: to move away from 
vorid whi h. was “nasty, poor and 


nd affinity. with these anthropologists 

ho advocate the leaving of primitive 
ieties alone. But, of course, it is 
ch too late for such sentiments. 

All there is left is hope. We can only 
ope that our leaders will one day rec- 
gnise and act in line with the democra- 
¢ principles which our Western politi- 
| heritage has left us. Since indepen- 
ence, Sabah’s history has been domi- 
ated by the presence of dictatorial 
aders and attempts at undermin- 

the democratic system. Some argue 

defence of such leaders that such 
practice occurs everywhere. This in 


/, view does not justify their ac- 


Peninsular Malaysian leaders are no 
sss guilty in this matter, as James Clad's 
urces observed. One thing I am glad 
Oout Datuk foseph Pairin's victory in 
e elections last vear is that it has 
own that it is possible for a Christian 


adazan to become the leader of the. 


ate once again. This is a factor which is 
mpostant not only to those who are 
‘hristian and/or Kadazan but also to 
ose who are committed to a politically 

itarian and multiracial society for 
abah, and Malaysia as a whole. 

"The United Malays National Organi- 
n-dominated federal government 
always advocated Muslim leader- 

pin East Malaysia. With the growing 
sure from its own support base ang 

g threat of losing politic 
position Parti Islam, 


an  ever-Islamising 
ance. But East Malaysians. have. al- 
ways considered themselves as an entity - 


not just geographically apart from the 


| Peninsula, and the sooner the federal 


government tries to understand the 


} | mentality of the Sabahan rather than 
| manipulate and strong-arm its way into 
the | 


his religious and political life, 
sooner will lasting ties be forged. 
Having followed Berjaya through its 
ups and downs since its idealistic incipi- 
ence in 1975, I find its recent alliance 
with United Sabah National Organisa- 
tion (Usno) disillusioning. Usno is in- 
trinsically the same party which Berjaya 
fought and ousted. Why then is Tun 


Mustapha Harun now referring to - 


Datuk Mohammed Noor Mansur as 
“My son Noor” when he was instrumen- 
tal in causing Noor’s imprisonment 10 
years ago? How do the two parties re- 
concile their tdeologies (be they exist- 
ent) when one party claims to advocate 
multiracialism and the other polarisa- 
tion or communalism? If this is what 
Berjaya deems to be political expedi- 
ence it is fooling itself. What advantage 
is there to be found when its staunchest 
supporters are turning away for this 
same reason? 
Having been much encouraged by 
the introduction of party elections last 


. year Berjaya should now continue to act 


along the lines of consensus. Such a big 
issue as an alliance with Usno (informal 
though they claim it to be) should have 
been put before the party congress prior 
to its execution. I only hope that the 
party will survive its currently mis- 
guided judgment as a political machine. 
It seems possible that having been born 
out of discontent with Usno in 1975, it 
may die aiding the latter's accession to 
power. 


London Faridah Stephens 


 Mistaken identity 


Bruce Roscoe's interesting article 
Sanko cracks a cast-iron reputation 
[FOCUS, 13 Feb.], was unfortunately 
marred by a translation howler: there is 
no such bank in Japan as the “Yamato 


Bank.” 


The two kanji characters which make 
up Daiwa can also be read as “Yamato,” 
the Ancient name for Japan. It is virtu- 
ally impossible to tell out of context 
which reading is the correct one to use, 
and as a result is a frequently seen error 
in Japan's English-language press. 

Roscoe should take heart, however, 
as even the Japanese have problems 
with the different on-yomi and kun- 
yomi readings of their own language: 
rura? Japanese often mistakenly refer 
to Sanwa Bank as "Mitsuwa" Bank, 
sinfe the kanji character for the “San” 
(three) in “Sanwa” is also used for the 
“Mitsu” in Mitsubishi (three diamonds, 


i a victim of it. 


literally) and Mitsui (three - 
“Mitsuwa,” in fact, was the 
name of a once-famous household 


|. The name confusion presumably gives 


Sanwa Bank a very "clean" image even 
today, though rather far from the image 
of “triple harmony" which Sanw. 

name actually. denotes. | 
Tokyo J. Brian Waterhous 


Editorial bias 


Derek Davies’ anti-military commen 
“‘military intelligence’ is a contradic 
tion in terms” [30 Jan.] is more remin 
cent of a 1960s draftdodger than th 
editor of a respected magazine like th 
REVIEW. Unfortunately, I think 4 
shows once T the strong bias agair 
the military that was so prevalent in t 
journalism of the Vietnam. War.à 
consequently so detrimental to our mili 
tary and political effort there. 

I am sensitive to this kind of anti 
military sentiment because I have beet 
When I returned fron 
Vietnam in 1967, I was insulted an 


-humiliated by my own countrymen fo 


wearing my country's uniform. Wher 
see this expressed by such journalists o 
the calibre and the position of Davies, it 


| angers and frightens me. i 
| Dammam, Saudi Arabia Dennis McMurra F: 


Missing meaning 


In my 5TH COLUMN The sunny side’ of | 
the samurai challenge [6 Feb.]. a line 
was inadvertently dropped that rather. 
drastically changes the intended mean- 
ing. A sentence towards the end of the .. 
article should have read: . 
“Such indicators do not represent, dn 
my view, the reincarnation of an ugly: 
turn of the century jingoism. Rather, 
they suggest the resurgence of a funda- 
mental American trait, one that has. 
characterised the American spirit 
throughout the nation's history — op- 
timism, and an unabashed eagerness to 
face the future." (The words in italics 
did not appear in the published ver- 
sion.) 
Washington 


In the picture 


Your book reviews are one of the bod 
features of the REVIEW. But in present- 
ing them, should you not give an author 
ull credit or blame, as appropriate? 
John Boyle's review Be Dec. '85] of 
Re-encounters in China: Notes of a Jour- 
ney in a Time Capsule is headlined with 
a photograph of Harvard's John King 
Fairbank, rather than author Harold R. 
Isaacs. Roger Dingman 
Associate Professor 
Department of History _ 


University of 
Southern California 


William Watts 


Los Angeles 














Significant problems ale being experienced by or- 
ganisations in achieving the levels of manpower | 
productivity required to to meet the challenges of a — 
changing and highl y. competitive world. 


Many organisations have problems in answering * ZEN OW o 
such day to day questions as: | JEN /— RESEA OCIATE . 
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-@ How many trainees should we recruit? | ufa n Cani da tes uis nod : " 
| i the field of Deve ope 'conomics or Politics or International» ~~ 
€ Can we contract without redundancies? |. || dq Relations, with reference to Southeast Asia. 







e Can we meet future needs for experienced | Salary will be in the range of $$1,700 - 
. managers? ug d. The qualifications and experience of thesuc 
5 | | will determine their status and salary: © 


: . How can we help manag ers lo develop them- Leave, medical and other benefits in accordance ym | 
.. selves and not rely on training: ? | schemes of the Institute. e 

: 1 The successful candidates will be provided with economy 4 
: . What hap} pens if kd maintain current p romotion | class air fare by the most direct. route fram place of ! 
ES pro spects: P | residence to Singapore. ` TE As 
e How can we resolve promotion blockages? For futher particulars please write "wo 


5 The Executive Secretary 
e pow develop our personnel information Institute Southeast Asian Studies 


oS | anore € 951. TT 
e How can we delenina the training needs of oi our MT 
organisation against accelerated change? 


-© How can we improve the effectiveness of the 
workforce to prevent rising costs? 


~The 1986 international conference on Manpower 
Planning and Development tackles these prob- 


. lems. 


. This conference with over 25 key international 
- speakers from throughout the world is jointly or- 
-. ganised by the Institute of. Manpower Studies and 
Crown Agents Training. Services in association 
with the Human Resources Institute, Bangkok. 


| /ENUE: The Ambassador Hotel, Bangkok. 
“DATES: 7-11 April 1986 


DELEGATE FEE: US$875 


ACCOMMODATION: Preferential Rates are available 
to conference delegates at | 
the Ambassador Hotel. 


CONFERENCE CARRIER: Thai Airways International 





k For r additional information and booking forms please | | aud 
$^ 0 . The Conference Manager | General Sal ii Manager | 
` Manpower Planning and Development, | i Far | Eastem Economic. Review | aS 
- Crown Agents Training Services, 7th Floor, Centre Point Pe 
- St. Nicholase House, Sutton, den 

- Surrey SM1 1EL, United Kingdom. 2 181- I5 Gloucester F Road 

` Telephone 01-643 3311 $ 
Telex 91 6205 CALOND G 
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ombay, India's business 
capital, is a financial 
boom town. Share prices 
have doubled in the past 
year, the stockmarket has 
been flooded by new issues 
as igvestors and bankers 
have responded to the new 
liberal economic pokcies of 
Prime Minister Rajiv Gandhi. 
But when the party is over, 
he work of financing India's moderni- 
tion will remain to be done, reports 
EVIEW finance correspondent Robert 
Cottrell. Pages 62-66. 


Cover picture by Robert Cottrell. 










12-14 
he first week of its existence, the 
“Aquino administration gets down to 
business, including how to legitimise 
[s coming to power and how to get 
—ack the Marcos millions. 





Pages 24-27 | 
South Korea's ruling Democratic Jus- 
Nce Party faces new challenges as the 
opposition wins support from an elec- 
corate seeking political as well as eco- 
10mic progress. 


28 
pired by liberation theology, 
wtdia’s Roman Catholic clergy have 
wurned activist and put the church 
nierarchy and its government backers 
»n the defensive. 


Page36 ° | 
sabah's chief minister asks that the 
sitate assembly be dissolved and 
elections called so that his Parti Ber- 
satu Sabah can reaffirm its mandate. 


Page 38 | 
ndian Prime Minister Rajiv Gandhi's 
lomestic triumphs of the past year 
save turned into difficult problems. 


*age 38 

‘hai Prime Minister Prem  Tin- 
ulanond's uneasy coalition govern- 
nent considers the merit of granting 
m extention to army chief Gen. Arthi 
.amlang-ek. 
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he sudden resignation of 
Datuk Musa Hitam as 
deputy president of Malay- 
sias dominant coalition 
partner, Umno, and thus as 
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deputy prime minister, has | Cover story: Mahathir's dileMMa ________ 10 
shaken the party and coun- | Philippines: Legitimising rebellion — —— —— —— 12 
try. Kuala Lumpur bureau htir m pou YA b 
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Page 40 India: The honeymoon is over — —— ———— — 38 


Chinese cinema in 1985 saw the pro- 
duction of some of the best — and the 
worst — films since 1949. But under a 
new media ministry, most have been 
banned. 


Pages 50-51 

The new Philippine Government of 
President Corazon Aquino has come 
to power with a surge of public confi- 


Thailand: The tightrope walk —— — —— — — —— 38 
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Page 74 

Everybody has agreed to give up 
something to reach an agreement al- 
lowgng Papua New Guinea’s Ok Tedi 


Palmistry gone wrong in Malaysia 
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Japan to send group 

to US on Star Wars 

Japan will send a mission to the 
US before the end of March to 
study the Strategic Defence In- 
itiative (Star Wars) as a pre- 
lude to announcing its partici- 
pation in the US project. Un- 
like two previous groups des- 
patched to Washington, which 
consisted entirely of officials, 
the new mission will include 
technical experts from the pri- 
vate sector. 

Japanese Prime Minister 
Yasuhiro Nakasone is believed 
to be anxious to inform Presi- 
dent Reagan of Japan's partici- 
pation when he visits Washing- 
ton around 12 April. So far, 
Nakasone has confined himself 
to saying that Japan “under- 
stands” the project. 

— Charles Smith 


Dhaka fixes a date for 
| election 


Bangladesh President H. M. 
Ershad announced that elec- 
tions to the 300-seat parliament 
will be held on 26 April, but the 
two main opposition alliances 
denounced it as a trick to per- 
"petuate his rule. In a bid to en- 
sure free and fair elections, Er- 
shad said cabinet ministers 
contesting the elections will 
have to resign their posts. He 
added that military courts and 
the offices of the zonal martial- 
law administrators would be 
abolished if the opposition ag- 
reed to take part in the polls. 
Since 1983 Ershad has had 
to cancel scheduled general 
elections three times because 
the opposition refused to par- 
ticipate in the polls under mar- 
tial law. The opposition has al- 
leged that polls will be rigged 
by the authorities. 
— S. Kamaluddin 


South Korean Government 
under fire by church 
Cardinal Stephen Souhwan 
Kim, head of South Korea’s 
Roman Catholic Church, has 
broken years of silence on poli- 
tical matters and criticised the 
government of President Chun 
Doo Hwan for blocking demo- 
cratic reforms, including a pro- 
posal by the opposition to re- 
vise the constitution to allow 
direct presidential elections. 
A church circular, to be 
read at 125 cathedrals in Seoul 
uring nine days of prayer 
meetings preceding Easter, de- 
nounces Chun's efforts to stop 


the opposition New Korea 
Democratic Party's recently 
launched campaign to collect 
10 million signatures on a peti- 
tion supporting the constitu- 
tional revision proposal. The 
circular also calls February's 
democratic revolution in the 
Philippines “a lesson” for 
South Korea. — Shim Jae Hoon 


Wingti rams through 

Papua New Guinea budget 
Papua New Guinea Prime 
Minister Paias Wingti won ap- 
proval from parliament for his 
revised 1986 budget on 4 
March after opposition at- 
tempts to split his coalition 


failed. The budget cuts expen- 
diture by Kina 27.8 million 
(US$28.4 million) from the 





Wingti: revised measures. 


Kina 957.8 million proposed by 
the previous government of 
former prime minister Michael 
Somare, which fell when its 
budget was rejected in 
November 1985. 

Finance Minister Sir Julius 
Chan stopped reading his 
budget speech about two-thirds 
of the way through amid an 
uproar in parliament and, with 
Wingti, ramrodded the budget- 
appropriations bill through on 
a 52-40 vote in the 109-member 
house within an hour. 

— Hamish McDonald 


Hongkong ivi 
released by ICA 

Champion jockey Gary Moore 
has been released from bail 
by Hongkong's Independent 
Commission Against Corrup- 
tion (ICAC) and left the terri- 
tory on 28 February. 

ICAC sources said Moore, 
one of 22 people arrested in 
February in connection with in- 
vestigations into suspected 
gambling malpractices, was re- 
leased from a HK$50,000 
(US$6,410) bail and had his 
travel documents returned. 

— Emily Lau 


Singapore panel warns of 
property-market collapse 
Singapore’s Property Market 
Consultative Committee has is- 
sued a report warning that 
completion of more commer- 
cial buildings could push an al- 
ready-desperate property mar- 
ket “closer to a crash.” The 
group’s report, issued on 3 
March, had several recommen- 
dations for Finance Minister 
Richard Hu, mostly dealing 
with tax breaks. It urged reduc- 
tion of the residential-propert 
tax by 15% immediately, with 
another 12% reduction in 
1987. The group (which in- 
cludes developers and civil ser- 
vants) also recommended that 
hotels, offices and shophouses 
be eligible for depreciation al- 
lowances, and that owners suf- 
fering losses on the sale of resi- 
dential properties get tax de- 
ductions. 

Among other suggestions: 
the government’s S$5 billion 
(US$2.3 billion) Mass Rapid 
Transit (MRT) project, set to 
open next year, should aot rent 
out shop space in stations until 
the shop-space glut abates. 
And it recommends that for- 
eigners have easier access to 
buying property. —James Clad 


Bank of Thailand cuts 
rates for some loans 
In a move to ease the problems 
of business in the short run, 
and stimulate investment in the 
longer term, the Bank of Thai- 
land has ordered a two-point 
cut in the interest ceiling for 
general-purpose loans to 15%, 
with effect from 5 March. This 
will in effect do away with 
favoured treatment for priority 
sectors (agriculture, com- 
modities trading, exports and 
mining) which were already 
getting loans at 15%. Added to 
the reduction in petroleum 
prices last month, the interest- 
rate cut is a new attempt to 
reactivate a lacklustre econ- 
omy, which grew by 4.1% last 
year while bank loans grew by 
an unusvfally low 10%. 

— Paisal Sricharatchanya 


US, Pakistan aid talks 
stalled again 

For the third time in a year, 
American and Pakistani nego- 
tiators have Ween unable to 
finalise the aid package for 
Pakistan for the fear belinning 
in October 1987 — whe a cur- 
rent, six-year arrangempnt ex- 


pires. The existing package 
provided Pakistan with a total 
of US$3.2 billion, half in eco- 
nomic assistance and half in 
military-sales credits. The Is- 
lamabad government is seek- 
ing US$6.5 billion in the new 
pact.. The negotiations are 


being held up not just by ques- 


tions over the amount of aid, 
but also by its terms and condi- 
tions. The country wants con- 
cessional terms on the upcom- 
ing package — which it turned 
down when the first aid plan 
was- negotiated. 

— Mohammed Aftat 


Si court orders 
broking firm liquidated 

The crisis in Singapore’s stock- 
broking community deepened 
on 3 March, as the High Court 
ordered Lin Securities int 
liquidation — the first @ 
action in Singapore. The 
cal Oversea-Chinese Banking 
Corp. and two of its sub 
sidiaries sought the liquidatior 
order against the firm whose 
managing director, Lin Tak 
Hwa, acknowledged owin 
S$75 million (US$34.8 million 
to the petitioners and anothei 
18 creditors. That exposure ex: 
ceeded net realisable assets by 
S$50 million. The local press i: 
speculating that at least fou 
other stockbrokers will soon be 
liquidated. These firms are be 
lieved to be deeply committec 
to forward contracts for the 
purchase of shares in Pan-Elec 
tric Industries (Pan-El), now ir 
receivership. In addition, eacl 
has multi-million dollar debt 
to dozens of financial institu 
tions. — James Clai 


Wah Kwong seeks time 
for restructuring 
Hongkong's troubled Wa 
Kwong Shipping (WKS) grouy 
and its financial adviser, Ame: 
Asia, presented to creditors o1 
28 February a plan to reg 
ularise WKS' short-term finan 
cial position. The plan, unde 
consideration by 46 lenders 
calls for banks which are with 
holding charter-hire payment 
on WKS ships to release thi 
money, and for creditors to re 
frain from litigation for af leas 
90 days. WKS would use th 
funds to resume interest pay 
ments on its HK$6.4 billioi 
(US$820.5 million) debt, hav 
ing suspended the payment 
two weeks before the presenta 
tion. If the plan is accepted 
WKS and its advisers will stat 
drawing up a long-term finan 
cial restructuring package. 

— Robert Cottre 
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ce A Northrop’ s FSE wille expire 
ear. It is not clear whether 

in will request renewal of that 
p pnt tract or go id steam. ahead | 


aysi foreign minister 
an Sri Ghazali Shafie recently made 
a quiet investigative mission through 
ie Pacific, calling at Papua New 
uinea, Vanuatu and possibly other 
tes. In Port Moresby he was 
roduced to Prime Minister Paias 
ngti by former defence force 
Wingti's abin Diro, now a member 






cific li bak: with Asean. udes to So 
ho has long-time personal links with 


an rebels: shot down three Soviet 
in successive days in February 
l pital city of Kabul, a Western 
7 at in is amabad said (4 Mar.). : 





olice arrested two voung men who tried 
spray Queen Elizabeth with water when 
_he.arrived at a Sydney hotel for a state re- 

ption (4 Mar.). 





7 President H. M. Ershad announced elec- 
ions would be held on 24 April to restore 
ü Bemocracy to the onn and end four vears 


= © 
oA monk from Taiwan returned to the 
iainland and has been put in charge of re- 
js. activities at the oldest Buddhist 
ry in China, the China Daily report- 
:fsity student was executed for 
ig and seriously injuring two women, 
ad ted (27 Feb.). 
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ndonesian leaders, may also have 
een probing anti-Indonesian 


_ psentiment in the Melanesian 
ME tries. 


| SOUTH BOUND 
Uo EE Singapore Prime 
Minister Lee 
Kuan Yew will 
take a two-week 
| official tour of 


and Australia in 
early April. Lee 
is expected to 
focus on 
economic issues 
but will also seek 
briefings on the Australia, New 
Zealand and US (Anzus) security 
alliance, particularly the continuation 
of security cooperation between 
Wellington and Canberra. The issue 
is vital to Singapore, which hosts a 
New Zealand battalion belonging to 
the Five-Power Defence Arrangement 
— linking xa ete to Malaysia and 

as to the two 
Australasian countries. 


SOCIALIST SOCIALITE 


Unlike his predecessors, Soviet 
Ambassador to Thailand Valentin 
Kasatkin is known in Bangkok's 
diplomatic community to be 
something of a social butterfly. 





John Bremridge revealed in his budget (26 
Feb.) A mystery woman who flew into 
Hongkong from the Philippines on 24 Feb- 
ruary with two children was identified as the 
mistress of former Philippine armed forces 
chief Gen. Fabian Ver ( T Mar.). 


INDIA 
Police arrested about 1,600 people in 
Bombay and other parts of Maharashtra 
state as an opposition-sponsored general 
strike against food price rises paralysed 
much of the country (26 Feb.). A policeman 
na killed and another wounded when 
military police mistook them for Sikh 
an mists fading a tax office and gunned 
them down, police said (3 Mar.). 


JAPAN. 


A ranking member of the Japanese Red 
Army who was allegedly involved in terrorist 
attacks abroad in the 1970s surrendered to 
Japanese police, it was reported (26 Feb.). 


PAKISTAN 


Muslim youths protesting against secta- 
rag clashes in India attacked at least 10 
Hindu temples in southern Pakistan over the 
_ weekend and clashed with riot police, offi- 
ca said ES Mar. ^ 
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MOTOR-MINDED 

A study group formed by China 
Japan to draft a long-term .. 
development plan for the Chinese 
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The group consists of eight — 
representatives from each coun 
with the Japanese team comprising 
private-sector industry specialists as 
well as at least one government | 





















to be produced by the end of 1387. 


A US$2 billion line of credit, which 
was extended to the Bank of Chinai in 
July 1985 by a group of 67 Japanese. 
banks headed by the Bank of Tokyo, — 
has not yet been drawn upon. The 
reason is believed to be that 


privately offered lower interest rates. 
to China than those available on the | 
syndicated credit. uci 














President Corazon Aquino named some 













Aquino administration mounted a hunt for- 
generals loyal to Ferdinand Marcos to pre- 
vent them from making a bid to regain power 
(28 Feb.). Aquino won the backing of the 
former ruling Kilusang Bagong Lipuna 
party (3 Mar. 1 The government ordered the 
seizure of all of Marcos’ domestic property 
and bank accounts and began inquiries into 
his holdings in Britain, the US, the Bahamas, 
Brazitand Switzerland (4 Mar.). 


SOUTH KOREA 

The main opposition party, the New 
Korea Democratic Party, formally rejected 
President Chun Doo Hwan's proposal to 
delay constitutional revisions until. 1989 in- 
stead of 1988 as demanded by the opposition 
(28 Feb.). South Korea's Roman Catholic 
civil rights group joined an opposition cam- 
paign demanding constitutional reforms by 
the government (4 Mar.). 


SRI LANKA " 

Two people were killed and five injured 
when Sri Lankan air force aircraft bombe 
what the government described as gu 
dius cis in Ronnen J affna (2 7 Feb.) 
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Delegation sent to Mecca to discuss Musa’s resignation 


Mahathir's dileMMa 


By ponen Aznam in Kuala Lumpur 


Their political ties 
spanned two decades. 
Shared political ex- 
periences had brou^ht 
them together. Pri 1e 
Minister Datuk © ri 
Mahathir Mohamad 

= and his deputy Datuk 
cons Hitam had both been cast into the 
political wilderness in 1969 by Malay- 
sia's first prime minister, Tunku Abdul 
Rahman. When one was redeemed, the 
other soon followed. When the two 
took over the country's top posts in 
1981, they were lauded for their *2M 
leadership." 

Thus the nation reeled from shock 
when it became known that Musa he | 
tendered his resignation as depu 
prime minister and deputy president 
the dominant United Malays National 
Organisation (Umno) on the grounds 
that Mahathir suspected Musa of trying 
to overthrow him as leader. The resig- 
nation, submitted on 27 February, will, 
if accepted, take effect on 16 March. 

Intermittent rumours for the last two 
years of a growing rift between the two 
men — always heartily denied — had fi- 
nally emerged as fact. According to 
party sources, Musa, in a gracefully 
worded seven-page letter described two 
occasions, last September -and on 15 
January, when Mahathir had ques- 
tioned the loyalty of Umno Supreme 
Council eeu bay even requiring that 
council members pledge allegiance to 
him at the earlier meeting. Mahathir, 
the letter said, claimed that leaders who 
could not wait to step into his shoes 
were slandering him as corrupt, a dic- 
tator, and among the richest men in the 
world. 

On 16 January, when Musa asked 
Mahathir whether he was referring to 
him, he was shocked and hurt then the 
prime minister said that he was. The 
sources say that Musa continued that he 
had always regarded Mahathir as a 
brother and that on consideration he 
realised that he had no choice but to res- 
ign. This would enable the prime minis- 
ter to run the party and country more ef- 
fectively without anxieties about his sec- 
ond in command, he added. 

Musa, according to the sources, said 
Y that the issue was one of loyalty and 
i trust, and if Mahathir doubted him on 
r- the first count he would also wonder if 
be he could trust him. Without specifying, 
| dhe admitted that he had questioned sev- 
eral government policies and their ap- 
plication, but said he would always 
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put these doubts to Mahathir person- 
ally. 

Sccobtinid to the sources, Musa also 
wrote that he had informed the prime 
minister several times that he wanted to 
retire because he was tired of “money 
politics" and the abuse of power, and 
could not afford to contest another elec- 
tion. The letter said that Mahathir had 
asked him to postpone his retirement 
and he had respected his wishes. 

The fact that the prime minister now 
suspected he was trying to topple him 
came as an affront to his dignity and cre- 
dibility, Musa is reported to have writ- 
ten, especially since he had always re- 
garded himself as the prime minister's 


. staunchest supporter. 


Although it has been widely quoted 
indirectly in the local press, the text of 


Musa and Mahathir: hurt feelings. 


the letter has not been officially re- 
leased. According to the sources its tone 
is entirely one of hurt feelings over the 
completely unjust lack of trust or return 
of the respect which he had for his old 
mentor. He said it weighed heavily on 
his mind that people were openly i 
that the two of them could no longer 
work together but that he (Musa) had 
become too powerful for Mahathir to do 
anything about it. 


ii is resignation, therefore, would 
allow the prime minister to choose 
someone in whom he could have abso- 
lute trust to help him when he face$ the 
people in the next general electign, 
which is expected soon. 

This, Musa said in an apparently 
naive aside, would unite the party, 


Ca nA 


while he himself would not oppose € 
threaten Mahathir. 

The sources: say that he goes ọn t 
add that he realises that some part 
members, especially those who oppose 
him anyway, would accuse him of sabo! 
age and of not loving the party. But, h 
continues, he believes that if he is doin 
any wrong it is only that he is willin 
to sacrifice himself to prove that he i 
not threatening the prime minister's pc 
sition. 

The resignation precipitated a 
Umno Supreme Council emergenc 
meeting on 28 February. At 2 a. 
after a six-hour huddle, it was deci 
that four chief ministers would fly t 
meet Musa, who had left for Jeddah t 
perform the umrah (a minor pilgrim 
age) on the eve of tendering his resigna 





tion. The Pa AAKRE surrounding th 
whole power game-plan was hardly di 
pelled when Mahathir apnounced thi 
the Supreme Council had given no spi 
cific instructions, much less bargainir 
terms and conditions, to the delegation 
And though the delegation was off 
cially sanctioned by Umno, the foi 
would travel at their own expense “i 
Umno was too poor," said Mahathir. 
For some time now, Malay and noi 
Malay political observers have agree 
that the only true challenge t 
Mahathir's dominance would come — 
it ever came — from within his ow 
party. Although a series of political an 
economic crises has somewhat erode 
ahathir's authority since he assume 
office in July 1981, he has survived as 
ader with a firm hand on the helm. 
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requesting his: dun) s return, 
ch less concede to any preconditions. 
Fheqpeace mission has to tread carefully 
if it is to achieve any results. As Johor 
, Minister Datuk» Abdul Ajib 
. Ahmad, one of the members of the de- 
legation: pointed out, “mending the 

Be of two people isa: delicate task." 





| v ith the “team jendei now iden- 
SM V tified, a low-key jostling into posi- 
: tion is already taking place through the 
s youth and women’s wings of the party 
and downwards to state and divisional 
vels. Umno Youth leader Anwar Ib- 
Milum and women's wing chief Datin 
“Paduka Rafidah Aziz are both iden- 
tified with Mahathir. Rafidah, accord- 
ing to party insiders, was the first of two 



















members in the Supreme Council to 
-suggest that Musa's resignation be ac- 

i cepted. 
But 500, women delegates from 
Musa's home state of Johor carefully 
stayed away from an Umno Women's 
wing convention in Kuala Lumpur on 4 
March — not as a boycott but mark of 
sympathy and regret at Musa's resigna- 
tiom, said the Johor Umno Women's 
chief. Meanwhile, Musa had tele- 
phoned the Segamat Umno division, of 
which he is still chief, appealing to J ohor 
: Umno members to remain calm as any 
essa on their part would serve no 
| Tronically, Mahathir had gone out of 
his way to retain the deputy leadership 
r Musa back i in 1 1983, endorsing his œn- 










g a resigna- | 
| step with a decided 


| 1g 
e 1983 Umno general assembly. a 


iked the de egates of 1981. “for 
‘choosing a deputy president who can 
work with me as a.team" — in Malay 
politics, a clear instruction to delegates 
as to whom they should vote for again. 

By breaking Umno tradition. and 
making his preferences known, 
Mahathir earned public censure from 
some delegates for trying to influence 
the party vote. “There are no teams in 
Umno,” a Kelantan delegate reminded 
him. “The party itself is a team and the 
leadership is elected by the party mem- 
bers.” 

It came close to the party having t to 
exercise this prerogative in the wake of 
Musa's resignation. As several 
strategies were discussed before the 
Supreme Council met, the possibility of 
an extraordinary general meeting 
(EGM) being called was bandied about. 
It could even be precipitated by a sym- 
pathy walkout, followed by resignations 
of several. Supreme Council members 
from the party. 

The significance of that possibility 
was not lost on party insiders. A vote of 
no confidence can only be passed at an 
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EGM. Tunku Abdul Rahman, 
weekly column in The Star, 


in his 
recom- 
mended the EGM as the best solution to 
| the problem — a suggestion which drew 
| a swift rebuttle from Ajib. 

| A political observer at the Umno as- 
| sembly in 1983 had noted that if there 
|w wf one place democracy lived in Ma- 
| laysia, it was in Umno. That evidently 
| still holds true. The Supreme Council 
meeting on 28 February was reportedly 
a heated, no-holds barred affair with a 

| lot of direct opinions being expressed. 
Apparently the EGM suggestion was 
| actually proffered but was shot down by 
| Musa's own allies, because “that would 
| have split the party too much,” said an 
E sider. No one wanted Umno, the do- 
Toan party in the ruling National 
Im Front coalition, weakened to a point 





tthe ree —— P (——— ——— M A R He 








before party elections, Mahathir | g 









April 1987. | 
Of necessity, Umno itself is resi 
As Umno approaches its 40th ann 
sary, and with more than a million n 
bers to its credit, the party is la 
enough to absorb and Survive the.p 
ing crisis. Given Malaysia s raci 
position and sensitive bal: 
genuinely recognises that t 
only set back the Malays, 
nationalism is Umno's raison « 
Thus theorists who propose. 
entre exercise was an elaborate p 
play by Musa, have gained incre 
credence over those who think it 
genuine desire to resign — irrespecti 
of whether Musa allows himself to. 
talked into returning to the fold. 
Both theories are backed by equal 
strong arguments. If Musa had. tru 
wanted to resign, he could have done: 
with immediate effect, rather than 
ting a 16 March date to it, declared ; 
Umno political aide. i 
If Musa had really wanted to kee 
the reasons for his resignation a sec 
he would not have given each mem 
of the Supreme Council a copy of. 
letter, ensuring its wide private circul 
tion, others have pointed out. This sup- 
ports the theory that Musa may actually. 
resign — perhaps to return at a later. 
date. The very fact of this letter's opene 
ness makes the resignation hardertore- . 
voke, especially given the BUDE of E 
Malay politics. 3 A 





































































t was a very disent step for someone 
so close to the top to take unless, goes 
the Machiavellian theory, Musa feels _ 
his chances of succession are slipping. 
away, with Mahathir depending in-. 
creasingly on other Umno leaders. = 
The thrust of Musa’s grievances arẹ 
apparently that a tightly-knit kitchen. 
cabinet has surrounded Mahathir, ef 
fectively excluding him from any real. 
decision- -making in the party and gov 
ernment. Prominent among them, s: 
pany insiders, are party treasurer anc 
inance Minister Daim Zainuddin 
Umno Youth leader and Agriculture 
Minister Anwar and party secretary- 
general and Minister of National and 
Rural Development Datuk Seri Sanus 
Junid. : 
If Musa is to return, he can only do so 
if Mahathir agrees to certain conditions, 
rumoured to hinge on the removal of- 
key Mahathir advisers. But Mahathir 
will not sacrifice his lieutenants, said 
E aides, as this would only isolate 
im and make him more vulnerable. 
Musa's resignation could also throw - 
a spanner in the works of the general | 
election — which until then seemed in- 
creasingly imminent. When Musa res- 
igned, a series of high profile state-to- 
state rallies by Mahathir, which lookeg 
very much like a pre- -election campa 








swing, was already halfway completed. 
Mahathir plans to continue with the rest 
of his rounds, this time adding an expla- 
nation of Musa's resignation to the indi- 
vidual state liaison committees. 

For years, Musa has been credited 
with being a shrewd tactician, with an 
instinct for timing. And he has made 
some popular decisions that have gone 
down well with the Malaysian public. 
As controversy surrounding the siting of 
a radioactive waste dump near Papan, a 
Chinese village, threatened to take on 
communal overtones, it was Musa who 
announced its relocation, albeit just a 
short distance away. His decision that 
the opposition Parti Bersatu Sabah 
victory in Sabah last April be upheld 
in the face of a post-election power 
dispute, won him respect both in Sabah 
and the peninsula. In November, after 
police and villagers engaged in an un- 
precedented armed clash, Musa gave a 
televised explanation in parliament and 
subsequently authorised that a video- 
tape of the incident be screened. 

Many had also noticed that each of 
these decisions had been made while 
Mahathir was abroad — a series of coin- 
cidences, since none of the events could 
have been foreseen, but nevertheless 
showed up Mahathir and served to raise 
Musa's image several notches. 


T rift between the two has evi- 
dently been some time in the mak- 
ing, despite their earlier denials and 
cover-ups. During a similar whirl of 
rumours about Musa's resignation last 
July, the two leaders made it a point to 
be seen together and solidarity pictures 
filled the local newspapers. But Musa 
did tender a letter of resignation even 
then, say insiders, before leaving for the 
US to attend his daughter's graduation. 

Although that rift was healed, their 
relations evidently deteriorated despite 
the attempts at compromise at the 
Umno general assembly last Sep- 
tember. Matters came to a head when 
Mahathir caused a stir at an Umno Sup- 
reme Council meeting on 15 January, 
where he questioned the members' loy- 
alty to him. 

Musa's resignation has placed 
Mahathir in a dilemma. Whichever way 
the game is played, Mahathir will have 
lost some measure of authority and cre- 
dibility. Both now appear to be waiting 
for the other to make the first move, 
since in Malay political culture, the hero 
may only defend himself, not attack. 

The two are in a standoff. In the trad- 
ition of the silat — the Malay art of self- 
defence — each fighter demonstrates 
the power of his hand-swerves and 
kicks, without touching the other. Ac- 
tual physical contact comes many moves 
later — when both have had a chance to 
gauge the other's strength. The stylised 
art is carried through many feigned falls 
and recoveries, until one is finally pin- 
ned to the ground. And when friends 
fight, there is never a killing. LH 
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PHILIPPINES 


Legitimising rebellion 


Aquino's first problem is how to make her government legal 


By Guy Sacerdoti in Manila 


mere week after the overthrow of 

Ferdinand Marcos, Manila has re- 
turned virtually to normal and the new 
president, Corazon Aquino, has begun 
the exceedingly complex and difficult 
job of reconstruction — and in a parallel 
with the US after the Civil War, one 
problem is political “carpetbaggers” 
seeking quick rewards. 

Other problems include the govern- 
ment’s own legitimacy, disputes over 
who is to run local governments and 
public pressure on Aquino to live up 


'to her campaign promises immediate- 


ly. 

As of 5 March, Aquino did not even 
have a seat of government. With 
Malacanang Palace ransacked and al- 
legedly booby-trapped the night of Mar- 
cos' hasty departure on 25 February, the 


new president was forced to work out of . 


the cramped quarters of her family's 
business building. 

Workmen have begun to clean up 
and transform the complex of palace 
buildings from a single family's domain 
— armed to repel a siege — to a work- 
place for the affairs of state. But it may 
still take a few weeks before they are 
ready. Aquino has refused to live inside 
the palace proper, and is likely to move 
into the nearby state guesthouse, main- 
taining the grounds as a people's park 
and opening up the main building for 
conducted tours. 

But despite the logistical restraints to 
instituting her new style of administra- 
tion, Aquino has nonetheless shown a 
toughness hewn from the campaign and 
election aftermath, and has lived up to 
her insistence that because her candi- 
dacy was popularly derived and thus 
above politics, she owes no political 
debts to anyone. 

The best example of this was in her 
selection of cabinet officials, ignoring 
the complaints lodged by Vice-Presi- 
dent Salvador Laurel that his United 
Nationalist Democratic Organisation 
(Unido), under whose banner she cam- 
paigned, was not given sufficent num- 
bers or senior positions in the new gov- 
ernment. A 

Although Laurel himself was nomi- 
nated as prime minister and was given 
the prestigious foreign affairs portfolio, 
most ministries were given to Aquino 
supporters, either from the Laban ng 
Bayan coalition which initially pro- 
moted her candidacy or independents 
associated with the supportive church 
and business community. 

Major ministries handed to Unido 
stalwarts were limited: the Ministry of 
Justice, headed by assemblyman Nep- 


tali Gonzafes; the Ministry of Natural 
Resources — which will include some of 
the functions of the defunct ministry of 
energy — to be run by Ernesto Maceda; 
a new Presidential Commission on Gov- 
ernment Reorganisation will be headed 
by the tough southern Luzon Unido as- 
semblyman Luis* Villafuerte, and the 
Budget Ministry headed by the Unido 
assemblyman from Quezon City, Al- 
berto Romulo. 

Apart from these portfolios, the rest 
are firmly in the hands of Aquino's coal- 
ition. Most important from the Laban 
group include Aquilino Pimentel (local 
government), Ramon Mitra (agricul- 
ture), human rights lawyers Joker Ar- 
royo (executive secretary) and R 
Saguisag (presidential spokesman), 
Jovito Salonga, who headed Aquino's 
policy planning board during the cam- 
paign and now runs the newly created 








and potentially powerful Presidential 
Commission on Good Government. It 
is this commission which will advise on 
policy, handle the sensitive issue of 
Marcos' and his cronies' overseas assets 
and has taken a leading role in advising 
on issues such as political prisoners and 
the planned revamp of the Marcos con- 
stitution. 

Others in the cabinet hail fronf the 
group of influential businessmen, most 
of whom are strongly supported by the 
church, who took on major roles during 
the election. The two primary figures 
are former Benguet Corp. chairman 
Jaime Ongpin, who heads the Finance 
Ministry, and Jose Concepcion, the RFM 
Carp. chairman who also led the election 
wa&chdog group — the National Citizens 
Mpvement for Free Elections — who is 
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now minister of trade and industry. 

Laurel was also peeved by Pimen- 
tel’s appointments of local officials, 
“homie in regions "E Marcos' 

ilusang Bagong Lipunan (KBL) party 
leaders had fled. Local.politics in the 
Philippines are often quite distinct from 
national issues, and Pimentel stepped 
on a number of sensitive toes in the first 
days of office. | 

Provincial and local officials’ terms 
of office were extended by Marcos to 
the end of June, to accommodate the 
originally scheduled May elections for 
local officials. But with the economy 
reeling from the expense of the Feb- 
ruary elections, and fhe political fever 
still high, Aquino is planning to post- 
pone the elections, probably for at least 
a year. 

While one new senior minister told 
the REVIEW the arguments were akin to 
“victors quarrelling over the spoils of 
war," Laurel brought the issue to a head 
the evening of 28 February by “warn- 
ing" Aquino privately that if the local 
ointments were not stopped, her ad- 
istration would not last longer than 
three months. 

Theoretically, the threat could be- ' 
come a very real one. But Aquino is 





wstanding firm on her position that she 
"was chosen by the people, not solely 
through a frustrated election, but by the 
massive outpouring of support which 
scontinued beyond the rebellion itself. 
On 2 March, over 1 million Filipinos at- 
«ended a “thanksgiving mass" at Man- 
"la's Luneta Park hailing her victory — 
sexceeding the previous “record” crowds 
sattending her final campaign rally and 
Khe 16 February call for civil disobedi- 
ence against Marcos. 


KA for the *new opposition," the KBL 
is trying to regroup following the 
defections to the former opposition 
camp which should now give Aquino a 
majority in the Batasang Pambansa, fr 
national assembly. Because the asseg- 
bly has not met since the change in g&- 


[EAR EASTERN ECONOMIC REVIEW e 13 MARCH 1986 


= * 2 
C * « j- I» Lo ~ Le M re 


220 2 (PPS. 4 m ^ = " 
"Su ii * ad ders r- Mc. e 
"I it E > 1* 
~~. y 


ernment, KBL vice—presidential candi- 
date Arturo Tolentino insists he re- 
mains the legal vice-president. Former 
prime minister Cesar Virata, who has 
become titular head of KBL, will re- 
main in office, he says, until, under the 
constitution, the assembly votes him 
out. And, the assembly, which accord- 
ing to the constitution officially must 
proclaim the newly elected leadership, 
still has not legitimised the Aquino gov- 
ernment by reversing its own electoral 
tally, however marred, which showed 
Marcos the winner. 

Laurel’s implied threat is that, as 
Unido holds the largest number of 
former opposition seats in the assembly, 
it could undermine the constitutional 
process of legitimisation. But that raises 
another, and perhaps the ultimate, issue 
which Aquino must settle before long: is 
the assembly itself legitimate, being a 
part of the Marcos constitution, ratified 
under martial law in July 1973? 

Then again, given the means by 
which she obtained power, the ques- 
tionable election and the 22-25 Feb- 
ruary rebellion, is her government a 
provisional government pending confir- 
mation by the assembly, or a revolution- 
ary government, under which Aquino 





need not adhere to the political institu- 
tions set up by Marcos? 

Understandably, at this early stage, 
the new political players are split on the 
issue. Senior advisers in Aquino’s 
Laban coalition — and Aquino herself 
S ind the government should call itself 
revolutionary, ignore the assembly and 
spend its time dismantling the Marcos 
machinefy of power, and at the same 
time concentrate on appointing a group 
of “unassailable” legal luminaries to 
prepare a new constitution — in all 
likelihood based on the presidential sys- 
tem espoused in the original 1935 con- 
stitution. 

The KBL, naturally, wants the cur- 
rant constitution adhered to, which is 
why it decided during a caucus held on 3 
March to work out a means by which the 





assembly can proclaim and thus 
legitimise the Aquino government 
under the laws of the constitution. Al- 
though Laurel's Unido has not taken à 
definitive stand, Gonzales said on 3 
March that the government was a rev- 
olutionary one, and thus can do what it 
pleases. 


G iven the potential legal quagmire, 
it appears once again that the ulti- 
mate arbiter could be the military. 
Minister of Defence Juan Ponce Enrile, 
who resigned his KBL position before 
leading the rebellion, has just as adam- 
antly refused to join Unido or any other 
party. Following the political trauma of 
the past month, Enrile told the 
REVIEW, he “sensed a direction [from 
Aquino] that is sound.” 

As a former leading KBL leader, En- 
rile “appealed to the remaining KBL 
leadership that . . . they should play less 
politics and be Filipinos, because we 
need it." It is also known that the Re- 
form Armed Forces of the Philippines 
Movement, or RAM, group of officers 
who, with Enrile and armed forces chief 
of staff Gen. Fidel Ramos, became the 
instigators of the rebellion, have 
pledged their full support for Aquino 
and “will not let any faction [taken to in- 
clude Laurel] undermine her position.” 

Aquino has taken immediate steps to 
live up to some of her campaign prom- 
ises. In a first symbolic gesture to the na- 
tion as much as real reform for the re- 
gions concerned, she announced at the 
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2 March mass that she was restoring 
the writ of habeas corpus, suspend- 
ed by Marcos in large sections of 
the southern island of Mindanao and 
other areas affected by insurgency. 

The issue of political detainees was 
also resolved amid some confusion at 
the beginning of March. Having 
pledged to release all political prison- 
ers, Aquino let 39 detainees go, none of 
whom were associated with the out- 
lawed Communist Party of the Philip- 
pines (CPP), on 27 February. These re- 
presented only a tiny proportion of the 
total held under Marcos, and Enrile had 
recommended their release even while 
he was still Marcos’ defence minister. 

But Enrile, with the support of 
Ramos, said the others, mostly arrested 
in connection with the insurgency, 
would have to follow normal processing 
procedures to ensure that none facing 
criminal as well as political charges was 
released under the amnesty. But obser- 
vers believe that the real reason was that 
the two did not want to have hundreds 


13 


-- ^ .— * 







of CPP members suddenly returning to 
the countryside, and in this they were 
implicitly supported by the US. 

Enrile eventually said that he would 
abide by Aquino's decision that the ad- 
ditional 441 detainees — including CPP 
leaders Horacio Morales and Edicio de 
la Torre — should be freed by 2 March, 
but convinced her and Salonga that four 
detainees should be given special atten- 
tion. The four are the alleged former 
CPP chairman Jose Maria Sison and 
Bernabe Buscayno (who founded the 
communist New Peoples Army 
[NPA]), together with Ruben Alegre 
and Alex Berondo, who are alleged to 
be members of the NPA liquidation 
squad which killed Quezon City police 
chief Maj.-Gen. Tomas Karingal in May 
1984. 

Sison, who says he merely wants to 
return to teaching and writing — and 
has been out of CPP decision-making 
since 1977 — expects to be released on 5 
March, probably along with Buscayno. 
The other two are more difficult be- 
cause, though they have allegedly been 
involved in a murder, no charges have 
been filed. 




























nterestingly, the communist united 
front organisation, the National 
Democratic Front (NDF), has come out 
in qualified support of Aquino’s govern- 
ment, and even the staunchly anti-com- 
munist Enrile told the REVIEW that he 
will “abide by the suggestion of 
[Aquino] to negotiate a period of cease- 
fire and see if we can work out the prob- 
lem through persuasion." He added, 
however: “If not, we will pick it up from 
there." The CPP, which could lose, at 
least temporarily, a significant portion 
of its mass base during the honeymoon 
period of Aquino's adminstration, is 
also being more conciliatory than usual, 
though to date no definitive steps have 
been taken for the government to meet 
with NPA or CPP/NDF leaders. 

The communist strategy is likely to 
be a wait-and-see line, while senior 
communist officials say they would be 
willing to discuss a ceasefire with 
Aquino representatives "at the proper 
time," and that a cessation of hostilities 
could last up to a year to give the new 
government a chance to prove it is 
operating “in the people's interests." In 
reality, the communists, while hoping 
change will be forthcoming, believe the 
new government will probably fall prey 
to traditional power groupings, thus 
eventually .rekindling their revolution- 
ary appeal among the rural masses. 

The question of alleged abuses by 
the military during the Marcos regime 
and the whole question of Benigno 
Aquino's assassination — which indi- 
rectly led to Marcos’ downfall and his 
widow’s succession to power — are ex- 
pected to be investigated by a new body, 
a Commission for Human Rights, to be 
leaded by well-known human-rights 
lawyer Jose Diokno. Oo 
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Re-form and reform 


Ramos and Enrile face task of confirming ‘nice guy’ image 


By Rodney Tasker in Manila 


W hile Aquino consolidates her post- 
Marcos political position, her two 
military lieutenants — Ramos and En- 
rile — are moving swiftly to try to 
exploit the armed forces’ new-found 
friendship with the Filipino people, and 
ensure that it protects rather than 
threatens the civilian population. Given 
the military’s previous tarnished image 
as an oppressor, led by corrupt officers 
whose loyalty was more to Marcos than 
the republic, this is a daunting, delicate 
task. 

At the same time, lingering fac- 
tionalism and a demand by some young 
reformist officers for heads to roll pose 
immediate obstacles on the path to 
unity in the Armed Forces of the Philip- 
poc (AFP). Because of his vital role in 

ringing down Marcos, new chief of 
staff Ramos is now trusted by a previ- 
ously sceptical Aquino as a strong mili- 
tary leader on whom she can rely to 
clean up the AFP and trim it down into 
an effective force to combat the com- 
munist insurgency. 

The West Point-trained Ramos, by 
acting decisively during the revolu- 
tion, also now enjoys an enhanced de- 
gree of respect among his officer corps. 
But he is closely identified with the 
Philippine Constabulary (PC), which he 
led throughout the Marcos era, and his 
new appointments to senior AFP posi- 
tions which favour PC rather than army 
officers threatens to increase friction 
between these two services. 

The Philippine army, previously 
considered to be more loyal to Marcos' 
main military enforcer, Gen. Fabian 
Ver, provided the tanks which Marcos 
tried to launch against the rebellion. 
Ramos' PC headquarters, in Manila's 
Camp Crame, became the seat of the re- 


bellion, while the army occupied the . 


nearby AFP headquarters at Camp 
Aguinaldo. So many army officers may 
now:be chafing under a discredited 
image, while the PC — the underdog in 
the later part of Marcos' rule — feel that 
they are an elite force, with their com- 
mander now the head of the entire 
armed forces, and with an image as the 
force which spearheaded the T s 
power" revolution. 

Enrile admitted to the REVIEW that 
such friction between the twé services 
may have been heightened by the re- 
bellion. *But I will talk to the officers, 
to say that we respect their convictions 
based on their perception that they were 
serving a legitimate governmnent." 

Enrile and Ramos stress that there 
will be no retribution against officers 
who remained loyal to Marcos through- 
out the putsch. But they, and Aquino, 
now face quiet pressure from the Re- 





Enrile: no retribution. - 


form AFP Movement (RAM) to bring 
those officers and men who committed 
abuses or enriched themselves under 
the Marcos-Ver system before a mili- 
tary tribunal. 

“We are asking President Aquino to 
set up a military court quickly to try 
these people in what you could eall a 
semblance of justice,” one senior RAM 
official said. It was young officers from 
RAM, which claims support from 70% 
of the officer corps, who sparked the re- 
volt against Marcos by warning Enrile 
— who has a godfather image among 
them — on 22 February that Marcos was 
about to move against them. 

The RAM officers would like to see 
senior Ver loyalists in the AFP, such as» 








former army comander Maj -GA 
Josephus Ramas, former air force chief 
Maj.-Gen. Vicente Piccio, and former 
navy commander Rear Admiral Bril- 
lante Ochoco and several regional com- 
manders put on trial in order to show 
the people — and leadess of the out- 
lawed Communist. Party of the Philip- 
pines — that the AFP means business in 
its campaign to put its house in order. 


Eo and Ramos may not want to 
go to such lengths in the gefferal 
post-revolution atmosphere of national 
reconciliation. And, according to one 
well-placed military source, if radical 
RAM members become too difficult to 
handle they may find themselves sent to 
remote commands, or posted as military 
attaches in embassies abroad. Moderate 
RAM leaders say they want the move- 
mnt now to take a low profile, and to 
wrk quietly as advisers for reform 
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rather than their previously activist role. 

But with its new clout, its influence 
over Enrile, and broadening appeal 
among the AFP officer corps, the RAM 
group is rapidly becoming akin to a 

oung Turk movement within an 
armed forces which Enrile and Ramos 
would like to calm down and revert to its 
traditional role as an apolitical military 
arm of the government. 

The moves made by Ramos in the 
immediate aftermath of Marcos’ over- 
throw certainly find favour with the 
young idealist officers. within RAM. 

ulfgling Aquino campaign pledges, 
Ramos announced that 23 of the 29 
"overstaying" generals — most of them 
extended by Marcos for personal loyalty 
— would be immediately retired. Military 
observers were also generally pleased 
with Ramos' choice of officers to re- 
place them. They include: 

Brig.-Gen. Salvador Mison, a tough 
army commander formerly based in the 
communist-infested Eastern Visayas re- 







Ramos: enhanced respect. 


p: as vice—chief of staff; Brig.-Gen. 
odolfo Caneso, former deputy com- 
mander of the army’s 4th Infantry Divi- 
sion based in northern Mindanao, as 
army commander; Brig.-Gen. Ramon 
Farolan, former customs commissioner 
who, though a relative of Marcos, 
quickly joined the rebellion and helped 
to bring the air force behind the rebels, 
as air force chief; Commodore Serapio 
Martillano, former deputy chief of staff, 
as navy commander; Brig.-Gen. Re- 
nate de Villa, a respected PC combat 
commander whose last command was in 
the southern Luzon Bicol region, to 
take over Ramos' former position as PC 
«chief and director-general of the Inte- 
grated National Police, and Brig.-Gen. 
Jose Magno, a well-respected army 
ommander, to replace Maj.-Gen. De- 
fin Castro as southern commandgr, 
ontrolling the communist and Mus 
rebel-infested Mindanao region. 
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Enrile and Ramos also gained ap- 
proval from Aquino for the Anding 
of the National Intelligence and Secu- 
rity Authority. While the agency, for- 
merly headed by Ver, was ostensibly an 
intelligence organisation, it became 
much more under Marcos. Well stocked 
with Ver loyalists, it was used for politi- 
cal purposes, and gained a reputation as 
a feared pseudo-secret police depart- 
ment. Now, military sources say it will 
be replaced by a true, trimmed-down in- 
telligence organisation, on the lines of 
the former National Intelligence Coor- 
dinating Authority. 

The presidential security command, 
which Ver also headed, is also to be dis- 
mantled. Under Ver, the command be- 
came almost a private army in itself, 
with about 16,000 troops, squadrons of 
tanks and two marine battalions. Com- 
mand troops will now be sent out to the 
provinces to combat insurgents, rather 
than protect an embattled president, 
while a more compact unit comprising 
an enlarged battalion of sol- 
remain to protect 
Aquino. 

Another move which Enrile 
and Ramos are working on is 
eventually to unravel the regional 


duced by Ver in late 1983. The 
system enabled Ver to place his 
loyalist officers in nationwide 
commands more senior to Ramos’ 
PC regional commanders. The 
AFP will probably revert to the 
old zone system, in which the 
country is divided into four or five 
military zones. 

One interesting appointment is 
that of retired lieutenant-general 
Rafael Ileto to be one of Enrile’s 
two deputy ministers. Ileto, a 
West Point-trained officer, is a 
man who not only enjoys a great 
deal of respect in the armed 
forces, but is known to be close 
to both Enrile and Ramos, and 
trusted by Aquino. He is a form- 
er army commander and vice-chief of 
staff who was effectively exiled by Mar- 
cos in 1975, first as ambassador to Iran 
and then Bangkok because he opposed 
martial law and was viewed by Marcos 
as being too close to the late Benigno 
Aquino, Marcos' chief rival and as- 
sassinated husband of the new presi- 
dent. 

Ileto played a key role during the 
thife-day revolution by acting as mid- 
dle-man between Ramos and Ver, even 
prevailine on Ver to hold back his forces 
on the first night of the rebellion when 
Enrile and Ramos were most vulnera- 
ble. He will now be in a similarly impor- 
tant role as policy adviser and adminis- 
trator for Enrile during the coming crit- 
ical period when the hundreds of 
thousands of people who protected the 
armed forces in their successful bid to 
olist Marcos will need to be convinced 
that it was worth the effort. Oo 
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Goodwill into 
cash in hand 


While euphoria lasts 
US is keen to offer aid 


By Mark Tran in Washington 


W hile the euphoria lasts, Presi- 
dent Aquino is in a good position 
to translate it into higher levels of US 
aid, with officials “falling over them- 
selves” to help her even before she has 
asked for anything, as one US senator 
put it. 

The House -of Representatives’ 
Democratic majority leader, Jim 
Wright, has said that if an increase in aid 
to the Philippines “is requested, I would 
be inclined to give sympathetic consid- 
eration.” Another advocate for the new 
government is Stephen Solarz who, as 
chairman of the House subcommittee 
on Asian and Pacific affairs, had been 
one of the principal advocates of with- 
drawing US support from the Marcos 
regime. “We have a vital interest in the 
success of democracy,” said Solarz. 
“We have an obligation to be as helpful 
as we can.” 

US aid to the Philippines is set at 
US$240.9 million in this fiscal year, in- 
cluding US$54.7 million for military 
aid. For 1987, President Reagan has 
asked congress to approve US$233.6 
million — slightly down from this year 
— but military aid is to be doubled. Be- 
fore Marcos was toppled, congress was 
set to suspend military aid. 

Secretary of Defence Caspar Wein- 
berger has indicated his willingness to 
send military advisers to the Philippines 
and he is to visit Manila in April to dis- 
cuss the country’s military require- 
ments, In fact, the administration is put- 
ting out all kinds of signals as to its 
generosity. All Aquino has to do is to 
ask and the US will give, it seems. 

But there is awareness in some quar- 
ters of the dangers of crowding in too 
soon on the new government. The 
chairman of the senate foreign relations 
committee, Sen. Richard Lugar, told 
reporters: “The assistance to the Philip- 
pines is going to be generous I am cer- 
tain, but let me just make this caution- 
ary statement. Right now, in our en- 
thusiasm about the Philippines, there 
are American statesmen in congress, 
maybe the administration, almost fall- 
ing over themselves with suggestions of 
what we ought to do, with huge dollar 
sums being added hour by hour. It's al- 
most a bidding contest as to who loves 
the Philippines more and what we could 
shower upon them. Now this comes 
long before, to my knowledge, Presi- 
dent Aquino has made any recommen- 
dations." 

Of course the initial flush of em 
thusiasm and self-congratulation at hav- 
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ing 
friend notwithstanding — may evapo- 
rate. Once congress wakes up to the fact 
that the Aquino government faces a 
long grind on all fronts, including the 
battle with the communist New People's 
Army, members may have second 
thoughts about their munificence at a 
time of sharp domestic spending cuts. 
Japan is sending a team to the US for 
consultations on aid that was already 
disbursed but which was held up for po- 
. litical reasons. US officials say they are 
pleased with Manila's appointment of 
Finance Minister Jaime Ongpin. The 
World Bank feels similarly and is about 
. to unblock a US$200 million loan at- 
tached to sectoral adjustments such as 
prices. A joint IMF-World Bank mis- 
. sion is due in Manila soon to discuss 
. Philippine economic problems. 
! The team confronts a grim situation. 
According to its figures, the 
country has experienced a 1576 
drop in per capita income over 
the past two to three years, 
with the worst drop last year. 
The economy is working only 
at 50-60% of industrial capa- 
city and reserves are short. The 
only bright spot is the balance- 


less than 1% of GNP. Senior 
-. World Bank analysts told the 
REVIEW that if an early accord 
is reached with the IMF and 
.the World Bank, the Philip- 
pines can plug into the plan ad- 
vanced by US Treasury Secret- 
ary James Baker at the IMF 
meeting in Seoul last year, 
which offers the prospect of 
new money to indebted coun- 
tries in return for economic re- 
. forms. 


hile the two countries are 
grappling with longer- 


— | term plans, an immediate issue is Mar- 


cos’ assets. When the second C141 
transport aircraft landed at Hickam Air 
Force Base in Hawaii, it disgorged, 
among other valuables, 22 crates of 
pesos worth almost US$1.2 million and 
boxes of gold and jewellery. Customs 
Officials also discovered sensitive docu- 
ments giving details of Marcos' business 
operations. Senior US officials, includ- 
ing Secretary of State George Shultz 
and Baker have already discussed how 
to handle the material that has come to 
light. In a subsequent statement, the 
White House declared that "if there are 
any disputes or claims, they will be 
handled in accordance with US, Filipino 
and international law." 

Solarz is drafting legislation to allow 
foreign governments legal standing to 
file suit in US federal courts to recover 
assets. Under the present law, foreign 
governments can sue only in state 
courts. In the case of Iran, the US ag- 
reed that foreign governments could 
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pursue such claims, but a New York 
state court rejected the Iranian suit. 

An American international lawyer 
told the REVIEW that despite all the 
legal complexities, the issue of reclaim- 
ing assets was fundamentally a political 
question as to whether the US was will- 
ing to accede to an extra-territorial re- 
quest. A more pertinent parallel to the 
Philippine case than Iran is the prece- 
dent of the Soviet Union in the 1930s. 
At the time, two Supreme Court deci- 
sions overruled state law in allowing the 
Soviet Government to reclaim assets 
that under state law belonged to parti- 
cular individuals — in these cases Soviet 
citizens. 

The Marcos' US holdings have been 
put at anything from US$3-6 billion. 
These include the five properties in New 
York valued at around US$350 million. 
Mark Bernstein, a Honolulu lawyer, 
has been retained by the Presidential 
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Solarz: drafting legislation. 


Commission on Good Government to 
represent the Aquino government to re- 
claim the property. Bernstein said he 
had asked to be present when customs 
agents catalogued the property, but had 
been refused. They also declined to give 
him a list of things found. *I don't have 
any doubt about whether the district di- 
rector of customs here is calling the 
shots. I think it's coming straight from 
Washington." 

A glimpse into the Marcos’ rich life- 
style was provided in New York wen 
the doors were thrown open to the con- 
sulate at the fashionable address of 13- 
15 East 66th Street. Inside were antique 
Chinese vases, Persian carpets, a 1763 
harpsichord, gold bathroom fixtures 
and laminated orchids. Upstairs was a 
mirrored disco. Little cushions in- 
scribed with *I love champagne, caviar 
and cash” were strewn around ‘the 
house. But paintings above plaques 
bearing the names of Van Gogh aNd 


Picasso were missing. Oo 
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with big brother 


Japan's Philippine policy 
is geared to the US' 


By Bruce Roscoe in Tokyo 


he Japanese Government was at 

pains threughout the Philippines 
election crisis to demonstrate that its 
policy towards Manila and the twe pre- 
sidential contenders was independent of 
Washington's. Bat when the change of 
government was beyond doubt, it be- 
came clear Tokyo had been in close step 
with Washington from the outset of the 
crisis to Aquino's victory. | 

Initially, in sharp contrast to Wash- 
ington, Tokyo made every effort to 
avoid statements which could be con- 
strued as political interference. It was 
not until 24 February that Foreigm 
Minister Shintaro Abe dared admit t 
Marcos “seemed to have lost pop 
support.” Prime Minister Yasuhiro 
Nakasone had earlier reminded parlia- 
ment that Japan had caused the Philip- 
pines “a lot of trouble" during World 
War II and that “historial cir- 
cumstance" would set Tokyo's policy 
apart from that of Washington. 

In the aftermath of the 7 February 
election, the Japanese Foreign Ministry 
quickly froze aid disbursement to the 
Philippines, citing technical, not politi- 
cal, reasons for the move. But after 
Marcos left the country, the ministry 
just as speedily announced that aid to 
the new government would be boosted. 
US and Japanese officials were to meet 
in Washington on 6 March to coordinate 
their aid programmes for Manila. 

Japan's political relationship with 
Manila centres mainly on aid. The Ja- 
panese Government is among the 


Philippines' largest aid disbursers, sup- 






plying US$160 million in 1984, or ab 
45% of total world aid to that coun 
Japanese officials have not disclosed to 
what level this aid is to be increased. But 
officials and business leaders see a need 
to help stabilise the new regime. 

The case for more aid appears no! 
unrelated to fears of possible nationali. 
sation of Philippine-based, Japanese 
owned manufacturing. Japanese com: 
panies had by 1984 poured US$832 mil 
lion into the country in direct invest 
ments. And Japan is still the Philip 
pines’ biggest trading partner afte? th: 
US, though two-way trade has steadil) 
declined from US$3.6 billion in 1980 t« 
US$2.4 billion in 1984. 

Policy options are now being discuss 
ed among members of a recently formet 
group comprising government official 
and business and financial leaders. Th: 
gsoup first met on 26 February and is re 
wing Japan's relations not only witl 
anila but with each Asean member. [ 
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The mark of an extraordinary bank 





Borrowing to finance a major project shouldn't 

e involve a lot of time-consuming red tape. 
If time is of the essence, talk to a bank that's part 
of a small group of swift, extraordinary banks. 


: UBS - the high*speed bank. 


Branch Offices in Asia Union Bank of Switzerland 






Union Bank of Switzerland 50 Raffles Place # 38-01 

13th Floor, Gloucester Tower Shell Tower 

11 Pedder Street Singapore 0104 

Hong Kong Consultant for India URS Union Bank 
Union Bank of Switzerland Creditcapital Finance Corp. Ltd. i 

Yurakucho Building Merchagft Bankefs Head Office of Switzerland 
10-1, Yurakucho 1-chome Allahabad Building Union Bank of Switzerland 


Chiyoda-ku Apollo @treet Bahnhofstrasse 45 
Tokyo 100/ Japan Bombay 400 023/India CH-8021 Zurich 


N 
E 
o 
= 
a. 
TY 
e 





€ Trade-Mark registere 


L'ART D'ÉTRE UNIQUE 


CARTIER, JEWELLER TO KINGS, CREATES 
AS NATURALLY AS OTHERS BREATHE, 
DAZZLES THE SUN AND 
EMBOSSES THE WRITTEN 
"E WORD, SCULPTING PRECIOUS MATERIALS, 
a FASHIONING FINE LEATHER, CAPTURING 
FIRE AND AIR AND THE — eiim, 










Né 
ELUSIVE FRAGRANCES OF OUR TIME. 4$ 
FASCINATED BY CREATIVE TECHNIQUES. i 
© CAPTURING THE PULSE dfe: 
ce. OF TODAY,LES MUST® — a 
pee WAS CREATED AND file 
CALLED CARTIER. ie | 
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since 1847 


PARIS - LONDON - NEW YORK - GENEVA - MILAN 
AND ONE HUNDRED AND TEN CARTIER STORES IN MAJOR CITIES WORLDWIDE. 


Cartier jewellery is $id exclusgely in the Cartier jewellery stores and the Cartier boutiques. Each piece is accompanied 
by a certificate guaranteeing its authenticity 


d by the Cartier Group | 























The 
Executive 
Floor. 


T THE BUSINESS 
TRAVELLER UP WHERE 
HE SHOULD BE. 


Exclusive accommodation, separate 
express check-in, concierge and personal butler, 
a private lounge serving complimentary 
continental breakfast and cocktails. 

At Hilton International we take 

the business traveller up to a new level. 
The Executive Floor. 

It's all part of the service. 


Yr 


Bangkok 

Brisbane * 

Hong Kong 

Kuala Lumpur 
Osaka * 

Petaling Jaya 
Sydney 

Tokyo 

*Opening late 1980 

* Opening sep 10. 1986 





Very lonely indeed, if family and friends 
have been left behind 
The United Nations High Commissioner 
d for Refugees needs your help to give 
refugees a feeling of belonging. This 
advertisement isn't asking for your money 
Just for your compassion and understanding 
For reservations, call your To help, please contact the UNHCR Office in 
: "A SIR your country or a voluntary agency which is 
travel agent, any Hilton concerned with refugees 
International botel or | 
Hilton Reservation * 
Service. Ask for our 
Executive Floors. 


HILTON INTERNATIONAL 
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Inside Malacanang 


Empty jewel box and a book on kidney transplants 


By Tom Lansner in Manila 


|" Ferdinand Marcos’ bedroom, an 
eerie silence reigned where less than 
two hours before the ailing dictator had 
finally given up hope of clinging any 
longer to the power he held so firmly for 
more than 20 years. 

With two other journalists and a stu- 
dent protester, I was the first person to 
enter the Marcos family's private quar- 
ters on the second floor of Malacanang 
Palace after US helicopters rescued the 
president and his family from a mob 
closing around them on Tuesday even- 
ing (25 February). 

A stout man in a scruffy T-shirt and 
shorts hefting a wooden club led us in by 
a small side gate and on to the lawns of 
the palace grounds. Tanks and armour- 
personnel carriers abandoned by 
rcos' presidential security command 






on the thick red carpet. The rattan 
chairs, where we had sat two days ago at 
a press conference to hear Marcos and a 
bevy of khaki-clad generals swear to 
crush the rebels, were scattered in dis- 
array. 

Heading upstairs, we found the fami- 
ly’s offices and private quarters totally 
deserted. It was obvious the residents 
had just departed, though, it seemed as 
if they had only left the room for a few 
moments and would soon return. Plates 
of half-eaten food sat on a dining-room 
table, and serving dishes were only par- 
tially emptied of rice, chicken, fish and a 
casserole. On a small side-table two 
candles still burned. 

A large wooden-floored room was 
dominated by a queen-size bed on 
which the white sheets were still crum- 


palace chapel; Imelda's bed; revellers make a meal of leftovers: public display. 


at under palm trees by a gurgling foun- 
tain. The few people inside were collect- 
ing ammunition and several machine 
guns left by the fleeing soldiers. The 
ground was littered with the remnants 
of Marcos’ last largesse — foil juice con- 
tainers and foam food boxes discarded 
by the crowd which was provided with a 
free lunch to cheer Marcos’ inaugura- 
tion earlier in the day. 

Walking into the palace foyer, I 
heafd murmuring voices, and in a small 
chapel I found a white-robed priest 
leading people in prayer and then a 
hymn. “These people are just common 
people holed up here,” he said, “all 
those people from upstairs have gone 
away.” 

Another man warned there may 
still be loyalists with guns inside, $0 
we warily entered the large ceremonfal 
hall downstairs. Documents, soppe 
marked confidential, were strewn about 
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pled. On an antique desk was note 
paper embossed “Ferdinand E. Mar- 
cos.” 

A microwave oven was still switch- 
ed on. A refrigerator held a box of 
expensive Swiss chocolates. In a corner 
of the room was a rack of six automatic 
rifles, an indication perhaps, that Mar- 
cos had seriously considered his pledge 
to fight to the death to defend his presi- 
dency. 

3 

rom the vast array of medical equip- 

ment in the bedroom and a small 
room just behind it, it is clear he 
needs much attention. And in apparent 
confirmation of the many rumours that 
he has had at least one kidney trans- 
plant, I found a book — which, having 
ng intrinsic value, I removed — entitled: 
A handbook for renal transplant outpa- 
tients from Houston Medical School at 
the University of Texas. 


Marcos has always denied he suffers 
any serious illness. The second of his al- 
leged transplants took place in October 
1984, while, coincidentally, a promi- 
nent doctor from Houston was visiting 
Manila. 

Throughout the richly furnished 
rooms, fine rugs partially covered the 
floors of expensive hardwoods. Large 
video-screens were in several rooms, 
and much of the furniture was, at least 
to an untrained eye, antique and of 
great value. 

Imelda's room was dominated by a 
raised, canopied king-sized bed, and the 
walls lined with wardrobes filled with 
her clothes. One held approximately 
140 pairs of shoes of all styles and 
colours, many with matching purses. 
Others held rich gowns, though gaps in 
the racks and hangers scattered about 
the floor indicated Imelda had time to 
throw a few things together to wear in 
exile. 

She did not have the chance to grab 
her red flannel nightgown hanging on 
the inside of her bathroom door. Nor 
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could she pack up the scores of bottles 
of perfume, some in half gallon bottles, 
that filled a large cabinet. She also left 
behind a collection of jade Chinese 
snuff bottles in a circular glass show- 
case by her bed, though curiously most 
of the pieces still had price tags attach- 
ed. 

A small chapel was attached to the 
bedroom, and inside candles still shed 
flickering light on a collection of or- 
nately carved statues of the Virgin 
Mary. 

At her bedside was the book Tough 
times never last but tough people do, by 
Henry Shuler. 

Mrs Marcos must also have been 
aware that though tough times may last 
for quite a while, diamonds are forever 
— an empty jewellery box lay discarded 
on the floor nearby. e 

As we explored the sumptuous and 
totally undisturbed rooms, the din of 
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palace, lon 











hrowing by a few lovalist civilians de- 
jubilant mob, but people were 
clambering over the 10-ft-high 























- A few of the crowd managed to find 
ir way upstairs and in ecstatic frenzy 
aped around Marcos’ office and his 
desk, where moments before I had 
ound the name and telephone number 
X rebel Defence Minister Juan Ponce 
Enrile scrawled on a piece of paper. In a 
eries of telephone conversations with 
-Enrile, Marcos had arranged the terms 
“ofthis departure only afew hours before. 


















































he E euphoria is understatidabla: 
Marcos is gone. Twenty years is too 










giver. So good riddance to that curious 
ix of populist, shyster, militarist and 
lawyer. Unusually for autocrats, 
downfall. was precipitated more by an 
















good and bad. — 

^. Itis of course too soon to see. the man 
in perspective. Marcos, who at one time 
fancied that he had a feel for statésman- 





























d found fatally addicted to power, 
trapped in the web. of relationshi is 
»oney and family he had created. But 
h failure to chart the currents of his- 
y, the passing of g generations, is the 
orm among those in power too long 
nd the tawdry manner of his going may 
not be what he will be remembered for. 

— Tears of joy have been shed that 
democracy of a sort has triumphed, 
helped by the resolution and good sense 
of Corazon Aquino, the opportunism of 
Enrile, Ramos, Laurel and Cardinal Sin 
and prodded in their different ways by 
the New People's Army and the US. 
But one should not forget that rather 
ewer tears of sorrow were shed back in 
Yetober 1972 when Marcos declared 
jartial law , simultaneously ensuring his 
wn continuance in office while appear- 
ing to put an end to the. anarchy and 
- corrupt warlordism, which were 
. Walimarks of the semi- -feudal gun-own- 





fice, 


ng a sym! | 
vere cast aside. A brief Bins at dowd 


though a few Marcos supporters were 
ces and the palace gates were flung 


In the reception hall outside the of- | 


| was as fiche a TT as Marcos him- : 
| self. | 
ng for any non-hereditary ruler be he | 
democrat or dictator, tyrant or law- - 
| proved law and order, the humbling o 


his. | 


élection than an insurrection. But then | 
norms and labels never seem to fit. 
Philippine situations where hyperbole | 
and theatre have distorted realities pecus ap 
| long while bought off the Laurels and ali 


ship and his place in history, was in the - 





| ing democracy of which. Ny Aquo 





clapping of others who shouted “Cory, 
Cory” for the suddenly undisputed pre- 
sident of the Philippines, Corazon 
Aquino. 

The atmosphere was not ugly, 
beaten and an adjacent administration 
building was thoroughly ransacked. Ig- 
noring precious objects, people in dirty 
T-shirts and tattered trousers who man- 
aged to reach the second floor squab- 
bled over a pile of slippers left by the 
entrance to Marcos’ bedroom, casting. 
aside those that were not their size. A 


some young 1 ‘men ‘started break- 
dancing on an oriental carpet, to the. 


young girl picked up a stuffed animal- 


which must have belonged to one of 
Marcos' grandchildren. 





qui 


overwhelming. 











shed .TIhey 
poured Coke and root beer from a 
softdrink machine, and sat down at the 
dinning table to make a meal of the | 
Marcoses leftovers. To the expensive art 
objects, they gave little notice. © ^ ^i 
By this time, the roar outside was - 
‘The palace gardens . 
were filling fast, and people flashing the- 
thumb and forefinger Jbah sign of the |. 






Aquino. campaign swarmed over the 
: idle armoured vehicles. 






-On the balcony, where less thap 12 — 
hours before. Marcos had raised a - 
clenched fist and sworn to defend his - 
palace. as loyalists below had scream- ` 
ca their plea for “martial law, martial 





Entering the dining room, a few peo- E 


ple pocketed silverware, 


Even those most sceptical of his mo- 
tives found it hard to quarrel with im- - 


several old oligarchs, less apparent cor- 
ruption, and a proclaimed commitment 


to economic policies devised by techno-- 


cratsrather than pork-barrel pushers. - 
J Nor was this all an illusion. He de 
stroyed the power of the Lopez family 
reduced the Osmenas to silence; for a 


Montelibanos. Of course, in time it be 
came clear that the Romualdez and B 
nedicto and Eduardo Cojuangco we 


ripping off the country as readily as Don t 


this and that ever did. There was thè 
new class of instant crony tycoons, the 


Hermie Disinis and Cuencas. But possi- - 


bly, to give him the benefit of the doubt, . 


Marcos did try in the earlier days of 
martial law to contain corruption, but 
found it easier to use the power of 
money to cement political alliances and 
buy loyalties. 


fter all, that in its way was what the | 
old politics had been about too. 
Meanwhile, by the very act of pulling 
down old oligarchs, he created social: 
change. And the relationships with the 


likes of Disini and Cuenca moved the 
centres of wealth away from land-own- | 


ing towards commerce and industry. 


The early years of mans law- were 
* 














Philip Bowring is "er editor o D 
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but most pr: 





sation. By ducing the power of the 
wning oligarchs and being less be- 
n to the p petty. party. politicians of 

| provinces, Marcos was able to. 
a then the power of the central 
bureaucracy and as a result deliver eco" 
nomic infrastructure like major. roads 
and dams. Such rd -backed central- 





: tory c over r the Ai Miam ipay have as- 
_sured Philippine integrity for the foresee- 





able future. Later, as the quality of gov- 


ernment declined under the weight of. 


inertia and corruption, ineffective cen- 
tralism also resulted in power vacuums 
in the remoter areas which has been sill- 
ed by the NPA. 

In economic policy under martial 
law, Marcos freed the Philippines 
from: quite a few shackles, such as 


| nationalist hostility to foreign invest- 


‘ment and inefficient, import-substitu- 


tion industries. Subsequently, econo- 





iç failure was blamed on these foreign 
i s and World Bank policy pre- 
s. The real problem lay in the. 
/Out the espoused 



















aimed che took part in 
demonstrations, “but 
because we are free.” 

ter midnight, the military 
of the ho chief of staff 











e elopi ig cou 





d, most gery the a. 
at conditions i in the sugarlands, it had 
one priority right — grain. For most of 
the past decade — an unprecedented 
-panin modern Philippine history — the 
ation was self-sufficient in rice. This. 
-Was partly.as a result ofthe new strains, 

¿partly of pricing policies which. helped 
farme! nd partly of infrastructure 
ja 

















ent the-hotels and culture palaces) 
hifted income from urban to rural 
areas. Even though land reform was 
“never brought where it was most needed 
.7- in the sugar and coconut lands — 
the. gice bowl was more than a token 
.as Marcos electoral hold on much 

of central Luzon right up to the end 
showed. 


arcos’ / biggest misfortune was per- 
WM haps that economic circumstances 
outside his control were so. unfavour- 
able; first with the energy crisis, later 
-With.the collapse of copper and sugar 
prices Meanwhile, Asean. neighbours 
Mal ia and Indonesia enjoyed amaz- 
| -induced oar in their terms 





















bove average for Mu 


pending, which (forgetting for a mo- - 
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| borrowed) resources. But the Philip- 
' pines under the Marcoses had nothing. 
to teach its neighbours about corruption | 
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e to vacate the palace 
warning there 


grounds, 
may be booby-traps. (Mili- 


exploded bombs and 
| books booby-trapped with 
| 





plastic. explosive.) The 
crowd, its passion seem- 
ingly spent, slowly filtered 
back into the streets. — . 
President Aquino had 
pledged during her cam- 
paign that she would not 
~ live in Malacanang if elect- 
ed, saying instead it should be turned 
into a museum for all the people. The 
elegant lifestyle of the Marcoses, enjoyed 
while thousands of Filipinos starved and 
the country teetered on the edge of bank- 








and cronyism. 


tary: authorities say they 
later found several un- 


LL rupto y will then be on public display.EJ | 


| cently turned down invitations to 
| advisers to the Basic Law Consulta 


But among the neighbours there has | 
been, at least until recently, sufficient | 


does not excuse Marcos but puts him 


into a regional perspective. It is a re- 


minder too that in pre-martial-law 


| Philippines — the first age of Marcos 


versus Aquino — corruption was just as 
prevalent though the spoils were wider 


spread. 


. Thus, spare some sympathy for Mrs 


Aquino not. just for having to face the 
problems Marcos created but for those 


he sometimes faced up to: 

» How to reconcile democratic institu- 
tions with a strong central government 
and the limiting of the power of corrupt 
| local oligarchs. 

» How to promote farmers’ interests 
against those of the metropolis — a big- 
ger problem for Aquino who owes her 
crown more to the people of Manila 
than for Marcos who was never very 
popular in the capital. 


based on national interest rather than 
protection of special interests. 
In pre-martial law days, groups of 
“national capitalists” received as many 
favours as the cronies did under Mar- 
cos. Many of these businessmen, angry 
4t Marcos for opening up Philippine i in- 
dustry £o a breath of competition will be 
pushing the new government hard for 
more protection and easy profits. How 
will she persuade a poorly motivated 
army to fight intelligently against com- 
munist insurgents with many skills and 
few scruples? | 
« Nor can it be forgotten that for all 
the failings of his government, for all the 
torruption, greed and spasmodic vio- 
lence he engendered, Marcos probably 
‘still ! got 40% of the vote. ü 





» How to promote economic policies 


mineral wealth to keep the masses fed | 
_and clothed and the elites from squabbl- 
-ing too fiercely over the spoils. This 






























Peking declin 
‘recognition and re 













By Emily Lau in Hongkong 
T5 Hongkong Governme 

official (non—civil serva 
lor Sir Sze-yuen Chung has b 
licly snubbed by Peking after hum 
himself by asking the Chinese 
"mutual recognition and respect" | 
the unofficial members of the territory 
Legislative and Executive councils. 

The snub came after Chung an 
Lydia Dunn, another councillor 










































Committee (BLCC), a 
group formed to collect lo 
opinion on the mini-constitu 
future Hongkong Special Admin 
tive Region. 

Speaking at a dinner hosted b 
Xinhua © newsagency, Hong 
branch, Peking's representative - 
Chung said “representative g 
ment" is an important part of the Sino- 
British joint declaration and the unoffi- 
cials are an important part of the p 
sent government structure. He said 
mutual recognition and respect wou 
contribute to the maintenance. 
perity and stability. However, } 
director, Xu Jiatun, rejected the p 
saying he respected Chung's view, 
that did not mean he agreed with it 
The unofficials’ du for Ch 




























































formally with. them anes their i 
visits to Hongkong. This led Chung ai 
Dunn, the two senior unofficials to. 
fuse.to act as advisers to the BECC. 
Several weeks ago, information 1 
leaked to the press that Chung, Dun 
and two other Exco unofficials, I 
kong and Shanghai Bank Corp. ch 
man Michael seriem and gene 
manager of Hongkong Electric Com 
pany Shou-lum Chen were invited to | 
come BLCC advisers — as oppose 
members — but all had declinec 
senior Xinhua official said the Hoi 
kong Government had barred the fi 
from joining the BLCC. T» 
But a senior Hongkong Goven 
official said that was not true: “ 
Chinese could not accept that these 
dividuals could say no to them, so th 
had to blame us." ! 
Some observers see their refusal 
join the BLCC asa result of having be 
slighted by Peking for not appointi 
them to the Basic is Drafting C 
mittee, _ : 


SOUTH KOREA 


Weathering the opposition 


The ruling party faces increased pressure from its opponents 


By Shim Jae Hoon in Seoul 


E challenges lie ahead for Pre- 
sident Chun Doo Hwan’s ruling 
Democratic Justice Party (DJP) five 
years after its founding by army in- 
telligence officers from the Defence 
Security Command (DSC) as a vehicle 
for the military's participation in poli- 
tics. 

During the two years remaining in 
Chun's current term of office, the DJP 
must weather a determined effort by op- 
position parties to restore direct presi- 
dential election for the next president 
by forcing a reluctant Chun to revise his 
1981 constitution, under which the pre- 
sident is indirectly elected by an elec- 
toral college. 

Despite the fact the party has suc- 
ceeded in two general elections and has 
established almost total control of the 
276-member national assembly, where 
it commands a comfortable majority 
with 148 seats, the DJP remains de- 
fensive in dealing with the opposi- 
tion and sometimes is seen as over- 
reactive. 

The manner in which the party came 
to power in the wake of former presi- 
dent Park Chung Hee's assassination in 
1979, coupled with some important elec- 
toral setbacks in urban areas in the Feb- 


A flimsy 
foundation 


The DJP has problems 
winning hearts and minds 


|" a small commercial town 230 miles 
southwest of Seoul, 200 Democratic 
Justice Party (DJP) members stood 
shivering in the cold shouting hurrahs 
and applauding as party chairman Roh 
Tae Woo arrived on a visit. The party's 
Sunchon members have good reason to 
feel proud: despite their proximity to 
Kwangju, an opposition stronghold 
known for its 1980 insurrection against 
then army general Chun Doo Hwan, 
they led the party to success in last 
year's general election, beating the 
closest opposition contender by a mar- 
gin of 10,000 votes. 

But the crowd's enthusiasm dissi- 
pated soon after Roh stepped into the 
party's office. The welcomers disap- 

eared as if they had finished perform- 
ing an obligatory chore. The apparent 
lack of genuine spontaneity here dem- 
onstrates one key aspect of the DJP: its 
strength rests more on organisation and 
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ruary 1985 general election, have 
stymied the DJP's claim to constitu- 
tional legitimacy. 

Vigorous attacks since the 1985 elec- 
tion campaign, by the main opposition 
New Korea Democratic Party (NKDP) 
against the electoral-college system, 
turned the constitutional issue into a 
symbol of the country's halting progress 
towards democratic reform. 
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Chun: critical challenges. 


discipline from the top than on popular 
support. 

This may not be all that surprising in 
view of the party's short history and the 
fact that the DJP was built hastily on 
the crumbling foundations of the Dem- 
ocratic Republican Party (DRP), leg 
by the late president Park Chung 
Hee. E 

The DRP collapsed soon after Park 
was assassinated in October 1979, re- 
vealing how much its apparatus had de- 
pended on Park's leadership. Taking 
over the DRP's Sunchon organisation, 
even its previous legislator as a candi- 
date, undoubtedly contributed to the 
DJP's electoral success here. 

Like its predecessor, the DJP work? 
on the principle of centralised authority 
with all major posts, from the top ones 






tee j f 

Unveiling what he called a program- 
me of “grand politics" in a speech on na- 
tional TV on 16 January, Chun sought 
to impose a moratorium on the constitu- 
tional debate until 1989, a year after 
the expiration of his term in February 
1988. 

In the midst of preparations for the 
1988 Seoul Olympic Games, he said the 
country could not afford to get involved 
in a *wasteful" debate on a new con- 
stitution. He said his priority was to es- 
tablish a precedent in South Korean po- 
litical history by. voluntarily. stepping 
down. 7 l 

However, to Chun's chief political 
adversaries, such as opposition lead- 
ers Kim Dae Jung and Kim Young Sam 
who have been the driving force behind 
the NKDP, the premier political 
issue is not Chun's stepping 
down, an event even the opposi- 
tion accepts will take place. 
Rather it is the issue of how 
Chun's successor should abe 
elected — whether via.the elec ~ 
toral-college system, which thc 
opposition contends is easily 
manipulated, or through a one- 
man, one-vote direct election, 
featuring free and unrestricted 
campaigning. j | 

In Chun's refusal to introduce 
what the opposition views as à 
more democratic electoral, sys- 
tem, the president's rivals see a 
conspiracy to elect more military 
figures to the top government 
post. 

Chun's position on the elec- 


in Seoul down to those at the pro- 
vincial level, in effect filled by ap- 
pointment. 

The running of the party's 
day-to-day operations has be- 
come slightly more relaxed under 
Roh's stewardship, but decision- 
making is still concentrated in the 
hands of Roh and five or six othe 
party leaders. In the countryside, ,- 
the party derives its strength 
mostly from community leaders, 
such as village heads, civil;. ser- 
vants, school teachers and business 
figures. $ 





Focused so much on the top rung of 
the community, the DJP has diffi- 
culty capturing the hearts and minds of 
younger voters — between the ages of 
20 and 40 — who make up nearly 60 “eof 
South Korea's 23 million voters. Sup- 
port from this relatively liberal bloc of 
voters has been difficult to attract, ap- 
parently because of the party’s military 
ackground and colouring, and ; what 
some voters view as its inflexible at- 
titude towards the opposition and its 
ambiguous stance on the issue of demo- 
cra&c reforms. 
o maintain its organisational 
strehgth and discipline, the party keeps 
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toral issue could lose any support it 
might once have had among the electo- 
rate. In last year's election, 29.3% of 
the voters supported the NKDP, large- 
ly on the basis of its democratic-reform 
platform. 561 

By comparison, 35.3% support- 
ed the DJP, though the remaining 
votes were distributed among parties 
which have never taken strong excep- 
tion to the ruling party’s stance. 


P do. legitimacy of the present chart- 
; er, which borrowed the current pre- 
sidtntial electoral system from the late 
Park's Yushin, or “Revitalising,” con- 
stitution, has been gested because 
it was brought into force under martial 
law in 1981 with little prior public de- 
bate. 

Chun is still in no mood to com- 
promise on the electoral issue. In a 
meeting with leaders of three political 
parties on 24 February, he agreed only 
to set up “study committees" on a future 
constitution, but stuck firmly to his ori- 
pin'al view that the basic charter, “if the 


people so desired," could only be re- 


written in 1989. Not surprisingly, the 
NKDP spurned Chun's carrot. 

Kim Young Sam's recent return to 
politics as NKDP adviser has had the 
effect of stiffening its political muscle, 
ruling out chances of the NKDP accept- 
ing a moderate compromise that would 
allow Chun to install another military 
figure as his successor. 

'Suspicion of the DJP's long-term po- 
litical goals stems from the opposition's 
deep mistrust of the military, members 


its members in training. *We want to 
create a core group ready for full mobili- 
sation," explained Suh Chong Hwa, 
deputy director of the DJP's central po- 
litical training institute. So far, 110,000 
core members, working either part- or 
full-time in the provinces, have been 
trained through the institute. 

During elections and in some other 


circumstances, the DJP’s core members 
* are expected to influence opinion in 


their communities to the party’s benefit 
or otherwise “guide” its 1.5 million 
passive members, who account for 
6.5% of the nation’s voters. The DJP 
has the largest membership of any party 
in the country, but few members see 
themselves as firm adherents to the 
party platform. 

A typical 55-hour training course for 
a core member consists of 44% discuss- 
‘ing party ideology and how to achieve 
ideological goals; 15% dealing with 
such issues as national security and 
reunification, and another 15% par- 
ticipating in panel discussions on state 
of the nation problems such as main- 
taining political peace in economic re- 
cession, dealing with the opposition and 
handling student unrest. 

The main purpose of the cours is to 


underline two major objectives Phun 
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The DJP policymakers: page 26 
Succession candidates: page 27 


of which, the opposition believes, seek 
to dominate the party. 

Five years after civilian politics has 
taken hold in the country, the DJP is 
still known as *yuk-pob-dang" — an ex- 
pression coined by DJP members but 
which has since become a pejorative — 
made from the words yuk for Yuksa, the 
Korean Military Academy (KMA), and 
pob for pobdae, the Law College of 
Seoul National University, and dang 
meaning party. The word is in ref- 
erence to the coalition of 21 KMA and 
27 Law College graduates who make up 





Roh campaigning: relaxed stewardship. 


has set for himself: his stated intention 
to step down peacefully in 1988, and his 
desire to successfully host the Seoul 
Olympic Games in the same year. If 
South Korea achieves these two objec- 
tives, the DJP reasons, it will have pro- 
pelled itself into the ranks of the world's 
advanced nations. 

But setbacks for the party in last 
year'selection illustrated how difficult it 
is to sell this dream. The ubiquitous slo- 
gan of taking South Korea to the 21st 
century “by changing people's at- 
titudes" could not rival Park's powerful 
ri in the midst of poverty in the 

60s and 1970s to “modernise the 
atherland" and *develop the econ- 
omy.” 

The party must also struggle with a 
mountain of commitments left unfulfil- 


a large bloc of the party’s legislative 
roster. 

While members of this coalition con- 
trol most party committees, key posts 
such as party chairman and secretary- 
general, who is charged with funding 
and organisation, and head of the re- 
cently upgraded office of National Po- 
licy Coordination, are held, respec- 
tively, by Roh Tae Woo, Chong Sun 
Dok and Park Joon Byung — all retired 
generals with KMA backgrounds. They 
compose what the press here calls the 
"KMA troika” system, running the DJP 
on a day-to-day basis. 

Last year’s campaign charge by the 
opposition that the DJP is the military 
establishment’s political arm has en- 
couraged a little more intra-party demo- 
cracy and somewhat freer inter- 
nal debate, but on the whole the 
party remains far from shedding 
its military colour. 

"| can guarantee you that 
[the DJP] has no relations with 
the military,” asserted Park 
Joon Byung, a retired four-star 
general and a former DSC 
chief. 

When DJP members with 
backgrounds in the National 
Police, the KCIA and similar 
government departments are 
counted, the number of rul- 
ing party politicians with non- 
civilian backgrounds rises even 
higher. 

As in the military, decision- 
making is at the top, and policy 
is carried out in a disciplined 


led by Park. ““We’ve successfully 
brought down economic infla- 
tion, but not political or cultural 
inflation," said Kim Hyung Hio, 
a former philosophy professor 
who formulates long-term DJP 
policy. Demands by the nation's 
young for more political and so- 
cial plurality, he said, fly in the 
face of their historical heritage, 
rooted in Confucian orthodoxy 
which tends to stress absolute 
rather than relative values. 

In an effort to reconcile this conflict, 
the party has had to appeal to all sectors 
of South Korean society, risking the 
danger of spreadin itself too thin. And 
adding to the difficulty of bringing 
larger numbers of voters into the DJP 
fold has been the country's recurring 
political turmoil, punctuated by Park's 
killing and Chun's subsequent coup, 
which have revived the ancient practice 
among the people of avoiding too close 
an identification with any political 
movement lest one be caught on the 
wrong side when things change. As one 
outside observer put it: *The party, in 
spite of its imposing appearance, re- 
sembles a tree that has a trunk but 
neither roots nor branches." d 
— Shim Jae Hoon 
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manner; decision-making by consensus 
is not the rule. For example, a few 
moderate DJP members who last year 
opposed Chun's Campus Stabilisation 
Bill, which included a provision for 
sending recalcitrant student dissidents 
to "ideological reorientation camps," 
were removed from important party 
positions last August. 

Chun's continued preference for 
four-year KMA graduates, starting 
with those from his own class of 1955, 
is inevitably linked with the pro- 
cess which resulted in him coming to 
power. 

He had relied heavily on the support 
of a new generation of army officers 
trained by the South Korean Govern- 
ment after the Korean War. This sets 
these younger officers apart from older 
ones, who were first trained by Japan 
during the colonial period and later 
went through a short retraining pro- 
gramme at the KMA. 

The KMA's Class 11, from which 
Chun, Roh, Defence Minister Lee Ki 
Baek and recently retired army chief of 
staff Chong Ho Yong hailed, was the 
first "pure-breed" officer candidate 
class chosen by national examina- 
tion. 

This and subsequent classes have 
carved out an important historical niche 
by identifying themselves with Korean 
nationalism, untainted by the colonial 
past under Japan. 

Hence, Chun's emphasis on 
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Reformist zeal 
cools in the DJP 


The ruling party seeks to 
maintain the status quo 


TZ DJP organisational chart identi- 
fies four different committees and 
offices dealing with policy development 
and assessment. "Policy is at the heart 
of our party because we govern," said 
Chang Sung Man, a former educator 
from the southern port city of Pusan 
who chairs the party's policy commit- 
tee, which oversees the work of 13 sub- 
committees. 

The bewildering array of overlap- 
ping party subdivisions leaves even DJP 
bureaucrats confused, and few outsid- 
ers credit them with having engineered 
any real change in South Korea's ar- 
chaic social, economic or political in- 
stitutions. In a study, Yonsei University 
professor, Ahn Byong Young, found 
that the DJP's initial zeal for reform — 
marred by "purification" campaigns 
aimed not only at cleaning up the party's 
ranks but purging thousands of people 
politically active during president 
Park’s regime — has cooled, with the 
prierity shifting from change to main- 
taining the status quo. 
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tional integrity” as one of the DJP’s five 
guiding ideological principles (the 
others are: democracy, justice, reunifi- 
cation and welfare). Chun and his sup- 
porters in this vein regard themselves as 
upholding the country’s national legiti- 
macy, which they believe entitles them 
to carry on the mission of “reforming” 
the nation. 


his mission sometimes translates 

into a dogmatic stand, with the DJP 
leadership tending to regard all civilian, 
especially opposition, politicians as lit- 
tle more than a bunch of venal, egotisti- 
cal, divisive and myopic self-seekers 
who sometimes stoop to street violence 
to seize power in the name of “the Peo- 
ple” and “democracy.” During the ini- 
tial phase of his rise to power in 1981, 
Chun banned from active politics more 
than 500 “old-time politicos,” includ- 
ing the two oppositionist Kims — blam- 
ing them for all post-Park political 
“chaos.” 

A massive outpouring of support for 
these officially discredited politicians 
during the 1985 general election shook 
the DJP’s former military men. The 
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DJP caucus meeting: non-controversial initiatives. 


emotional chord struck among the vót- 
ers by the outspoken NKDP, organised 
just a few weeks before the polling arid 
strongly critical of the mulitary-style 
government, sobered the ruling party's 
former generals. The DJP 'emerged 
from the election with reduced support 
compared with that of 1981, despite the 
big role played by money and organisa- 
tional skills — both of which it had in 
abundance. 

"One of the lessons we drew [from 
the election] was that until the early 
1980s, it was still possible for econogtic 
development to dominate political is- 
sues, [but not now],” said Lee Jong 
Chan, a DJP moderate who ran in the 
election from a key district in Seoul. In 
effect, he was conceding that the DJP 
could no longer justify political re- 
Strictions on the grounds that they 
were necessary for economic develop- 
ment. ig, 

The contrast between the country’s 
economic progress and what the opposi- 
tion views as its political stagnationis 
likely to become more striking as Chu 
nears the end of his term. In Taiwan and 
Singapore, improved living standards 
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Perhaps the best example of this 
trend was the 1982 “real-name” deposit 
reform, which the government pro- 
posed but soon abandoned under pres- 
sure, ironically from the DJP itself. The 
reform was designed to eliminate the 
wide-spread practice of wealthy people 
using fictitious names on bank deposits* 
so they could keep their money flowing 
in and out of the lucrative but illegal 
"kerb" lending market without attract- 
ing the attention of tax and other au- 
thorities. The reform was proposed fol- 
lowing the arrest for tax evasion of a 
number of prominent people involved 
in the kerb market. . 

Worry over the disruptive effect the 
proposed reform would have on the 
non-institutional financial market led to 
a compromise. A much watered-down 


proposal was passed into law under 
which depositors withholding 
identities could suffer discriminatory 
taxes on bank interest. 
speculation surrounding 
climbdown on the reform followed the 
allegation, never proved, that two key 
figures in the kerb-market scandal — a 
businesswoman named Chang Yong Ja 
and her ex-KCIA deputy director hus- 
band — had links to the family- of 
Chun’s wife. 

While the way in which the problem 
was resolved left observers puzzled as to 
whether it was the government or the 
DJP which had the last word in major 
policy decisions, Chang Sung Man and 
othe party officials justify “temporis- 
ing" [the reform in the name of 
"graqgualism." “People make explosive 
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have also led to popular demands for 
more political and social diversity, and 
those governments seem to be respond- 
ing to the call. 

The recent collapse of the Marcos re- 
gime in the Philippines under a wave of 
popular and church support for opposi- 
tion candidate (now President) Corazon 
Aquino has inspired the opposition 
movement here, especially tempting the 
major Christian churches to raise their 
voices once again on human-rights and 
other political issues. University stu- 
dents, also stirred by events in the 
Philippines, are returning to campuses 
from a mid-year break. Traditionally, 
students here begin gearing up for their 
annual anti-government protests, usu- 
ally held in the spring, about this time of 
year. 


j? terms of timing, the clash on the 
constitutional front could not have 
come at a worse moment for the DJP, as 
the opposition struggle is unfolding 

gainst the backdrop of the Asian 
Bers to be held here this year, 

nd during preparations for the 1988 






Olympics. These events focus world- 


wide attention on the country — and on 
the government and party which rule 
it. 

And in the period between these 
events — between March and Sep- 
tember 1987 — the party must hold a na- 
tional convention to pick Chun's succgs- 
sor. 


demands [on the party] forgetting that 
we've inherited a negative legacy |from 
Park's regime],” Chang asserted, refer- 
ring to the post-Park chaos and econo- 
mic slump. 

The DJP's performance in power has 
been far from all negative. On top of its 
fairly successful management of the 
economy, which has been marked by 
low inflation and steady GNP growth, 
other achievements include: gradually 
aking available more bank credit to 
WSmall- and medium-sized businesses, 
“which made up 45% of the 1985 total; a 
Won $5 billion (US$96.4 million) tax 
reduction for farmers; more and better 
rural hospitals and clinics, and the 

building of 30,000 units of low-rent 
housing for the poor — the first such ef- 
fort in the country's history. 

Other achievements of note, espe- 
cially in the eyes of South Koreans, in- 
clude abolishing a midnight-to-morning 
cugfew, imposed for security reasons 
after the Korean War; dropping the re- 
quirement that students at all levels 
wear uniforms, and outlawing private 
tutoring, a practice which had given the 
children of the rich a huge advantage in 
obtaining places in the best colleges and 
universities. 

With just two years left before 
Chun’s retirement, the party’s T 





agencies — the policy committee [the 
office of policy coordination, the ibsti- 
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How the DJP copes with the next 
round of confrontation with the NKDP- 
led opposition will have far-reaching 
implications for South Korea’s long- 
term political future. More and more 
urbanised people are feeling nostalgic 
about the last presidential election 15 
years ago, when opposition candidate 
Kim Dae Jung won 46% of the vote. 
Kim is banned from politics, and the 
government could return him to jail to 
serve the remainder of a sentence for 
sedition. 

In the view of the two Kims, the 
country could move in one of two ways. 
First, the way of Israel — a model they 
want: “Israel has been capable of de- 
fending itself against a sea of hostile 
Arabs with the help of a working demo- 
cracy,” Kim Dae Jung recently told the 
REVIEW, rebutting the — DJP's 
philosophy that military threats from 
the North justify the South's limited 
democracy. 

Second, the DJP could imitate the 
example of Mexico's Institutional Rev- 
olutionary Party, which has managed to 
cling to power for more than 50 years 
through a cosmetic democracy of 
“peacefully changing govern- _# 
ment" by continuously rotat- 
ing a military-backed figure 
as president. The way Chun 
deals with the rising demand 
for political relaxation will 
show which way the DJP will 
evolve. Oo 


tute of national policy and 
the office of national policy 
coordination — are working 
hard to develop more sub- 
stantial short- and long-term 
goals. Each month they ga- 
ther with relevant govern- 
ment agencies to discuss 
new ideas. Recommenda- 
tions hammered out jointly 
go to Chun for final scrutiny 
and he makes the final deci- 
sion as to whether to pro- 
ceed. 

So far, these initiatives 
have been made in relatively non-con- 
troversial areas, such as expanding 
medical insurance and aid to cover 
nearly 50% of the population and cut- 
ting bureaucratic red tape in busi- 
ness dealings. More structural im- 
provements in the economy, educa- 
tron, court system and the police force 
— improvements which could make for 
a more hutonomous society commensu- 
rate with vastly improved living stand- 
ards — have lagged behind. 

The problem, critics suggest, lies not 
in any shortage of expertise in the DJP's 
policymaking committees and offices, 
byt in whether or not the party's top 
leadership, in the face of daily political 
aeeds, is capable of recapturing its ori- 
ginal stated commitment to reform. 

— Shim Jae Hoon 


Candidates for 
succession 


Graduates of military 
academy are dominant 


W will succeed Chun when he 
honours his pledge of stepping 
down from office in February 1988, be- 
coming the first president in South 
Korea's history to do sò without 
bloodshed? It is a sensitive subject but 
the local press is full of speculations. Of- 
ficially, the ruling DJP discourages all 
debate on the succession issue, fearing it 
might touch off internecine factional 
rivalry, or even undermine Chun’s exe- 
cutive authority. Nevertheless a broad 
consensus focuses on the following fig- 
ures: 

» Roh Tae Woo, 53, a retired army 
general and current party chairman. 
Having been Chun's classmate (in the 
lith class) at the Korean Military 
Academy (KMA), the tall, suave and 
prudent politician is among the closest 


Lho; Park Jun Byung: prominent figures. 





to the president. By withdrawing troops 
from the 9th Division in December 
1979, Roh played a key role in helping 
then defence security commander Chun 
remove a group of elder generals who 
allegedly stood in the way of investigat- 
ing former president Park's assassina- 
tion. 

Subsequently serving in key military 
posts such as commander of the Capital 
Garrison Command, a unit protecting 
the government against civil disorders, 
and of the Defence Security Command 
(DSC), àn intelligence unit from which 
the president originally rose, Roh pro- 
vided Chun with the military muscle es- 
sential for consolidating power in the 
post-coup months. Over the past few 
years, Roh has assumed a variety of cix- 
lian cabinet posts such as state minister 
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rts. js he i v i. “he s says he has 
*no dream of ever becoming a presi- 
Tes " but he has not denied he might 
| | become “a candidate," leading some 
ponas to suspect he is being 
| groomed to take over from Chun. Suc- 
b "ssion by Roh would be seen as main- 

ifaining continuity — a possible advan- 
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P. > Park Jun Byung, 51, also a retired 
| army general and currently chairman of 
.| the party's Office of National Policy 
d ‘Coordination, upgraded recently so 
that he could be part of all major deci- 
. sion-making channels. Graduating at 
| the top of the KMA’s 12th class, he went 
.| on to study at the prestigious Seoul Na- 
| tional University and to the East-West 
-. Centre in Hawaii. 
| With a reputation for tough soldier- 
| ing and possessing a brilliant mind, 
| Park, as 20th Division commander at 
iN _ the time of Chun’s emergence, put 
.| down the civil uprising in the southwest- 
ern city of Kwangju in May 1980. His 
“| . subsequent appointment as commander 
ia of the DSC, after Roh, sparked 
‘rumours that he might be on the line of 


^u . Succession. As indication of his growing 
b. 
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a volved in formulation of most policy op- 
- tions, including Chun’s responses to op- 
| position challenges. 

| > LhoShin Yong, 56, the current prime 
| minister and formerly foreign minister 
| and director of the Agency of National 
i Security Planning (NSP), more famil- 
iarly known as KCIA. A career dip- 
| lomat widely known in the international 
| community, Lho gained prominence by 
| advocating “moderate” handling of the 
press and student activism while NSP di- 
| rector. As one of the relatively few civi- 
| lian leaders enjoying confidence and re- 


| he could become useful, diplomats 
| A suggest, in case Chun needs a non-mili- 
| tary figure to head a government in time 
: | of serious domestic crisis. Like many 
| generals Lho believes that South Korea 
| could not afford a full democracy, in 
| . View of military threats from the North. 
Other prominent figures include two 
of Chun's KMA classmates, Defence 
. Minister Lee Ki Baek, chairman of the 
- joint chiefs of staff before his retire- 
| ment, and retired general Chong Ho 
5 Yong, the previous army chief of staff, 
z b who have also played key roles in 
| Chun's Fifth Republic. 
y Below these big-name seniors is a 
| backup team of “Young Turks" in and 
.| out of government and the party, in- 
| cluding Minister of Sports Pak Se Jik, 
 . another graduate of KMA’s 12th class 
B _ who, together with Park Jun Byung and 
- current army chief of staff Lieut-Gen. 
.| Pak Hi Do, compose what local obser- 
op vers call “the 12th class troika.” People 
3l also consider Chang Se Dong, a 16th- 
class graduate and current NSP agency 
| digector, as a potential future leader. 
5 j | |. — Shim Jae Hoon 
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Liberation theology on the rise among Kerala's Christians 


By Mohan Ram in New Delhi 


M ore than 400 years ago, St Francis 
Xavier roamed the palm-fringed 
Kerala coast of southwest India con- 
verting fishermen to Christianity. Four 
years ago, India’s version of liberation 
theology arrived in Kerala and found its 
application in the struggle of the fisher- 
men, whose livelihood was threatened 
by fleets of mechanised trawlers. 

Since the 1970s, multinational firms, 
with the active encouragement and sup- 
port of government, have been increas- 
ing their fishing operations and driving 
the local fishermen to economic ruin. 
Mechanised trawlers, instead of limiting 
their operations to deep-sea fishing, 
have been encroaching on the coastal 
waters, formerly the tradi- 
tional preserve of local 
fishermen. 

Moved by the fishing 
community’s plight, 
priests and nuns began or- 
ganising them into a union 
in 1982. They started 
pointing out to their semi- 
literate, — multi-religious 
flock the ecological dam- 
age caused by trawling, 
and government export 
policies which encouraged 
this. | 

In early 1984, the union 
began preparing for a pro- 
test to underscore fisher- 
men's rights to fish in 
coastal waters without 
interference from the 
mechanised trawlers, and 
a ban on inshore trawling 
during the three-month 
breeding season when 
greater harm is done to the 
ecological balance. Oppo- 
sition to this demand came 
from the trawler-owners, 
who had powerful church and gov- 
ernmental connections. 

The Roman Catholic Church, which 
had tried to split the movement by spon- 
soring a rival union headed by a confor- 
mist priest, decreed on the eve of the 
agitation that the clergy could not pa» 
ticipate in a mass movement without per- 
mission. At the risk of being ostfacised, 
priests and nuns led the 52-day May/ 
June agitation — an agitation which, 
sporadically, has continued to erupt. 

Sr Philomena Mary threatened a 
hunger strike to the death, outraging 
et i who branded her actions as irg- 
moral. Union leaders persuaded her to 
stop after 23 days, fearing her death, 
might spark off violence. 

Was liberation theology the inspira- 








Fishermen: unionised. 
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tion behind the agitation? Sr Alice says 
it was “foisted” on the fishermen's agi- 
tation. The media and some church peo- 
ple, averse to the new theology, linked 
it directly to the agitation and — “we ac- 
cepted it," said Sr Alice who ‘had 
studied liberation theology and feels it is 
incorrect to brand it as Marxist. “My 
main inspiration is Jesus. But Iam open 
to the critical collaboration with Mar- 
xism." 

Liberation theology has been a part 
of Indian Christian thinking since the 
1970s. Fr Sebastian Kappen, who has 
written a doctoral dissertation on Mar- 
xist theory for an American university, 
made the first significant contribution 

with his book Jesus “@ 
Freedom in 1977. Address 
ing his thesis not to spe- 
cialists but to the Indian 
youth, he tries to make the 
message of Jesus relevant 
to India’s oppressed mass- 
es, through a “critical bor- 
rowing” from Marxist 
theory. 

Besides Kappen and 
his associates, like Fr 
Samuel Rayan, a New 
Delhi-based professor of 
theology, there are church- 
men of international re- 
pute supporting the rebel 
clergy. Paulos Mar Gre- 
garios of the Syrian Or- 
thodox Church has been 
critical of the sectarian 
bent and power-monger- 
ing of the Christian hierar- 
chy in Kerala. 
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Another prominent 
radical clergyman — isW 
Paulose Mar  Paulose,* 


bishop of the Church of 
the East, who defiantly 
campaigned for the communist-domi- 
nated alliance at the. 1982 Kerala state 
elections, while the leaders of the 
Roman Catholic and other churches 
identified themselves with rightwing 
political forces. 

So far the fishermen's struggle has 
achieved little. But liberation theol 
has made a dent in the Christian hierar- 
chy in Kerala; has had an impact on the 
laity, and is spreading to other regions. 
On their part, the church leaders have 
continued their attempts to stymie the 
growing Marxist influence on the clergy 
and the laity. Recalcitrant priests and 
nuns have been quietly transferred and 


the }tate where they cannot propagate 


| ee within the conservative areas of 


theif views a 






PLESSEY INNOVATIONS FOR COMMUNICATIONS 





With System X, 
Hull has now 
bridged the 


digital 
future. 


si As well as the Humber Bridge— 
the longest suspension bridge in the 
world, with a 1,410-metre span—Hull, 
in Humberside, Northern England, 
enjoys another unique communica- 
tions distinction. 

Its telephone network is the only 
independent telephone system in Britain 
and is run by the city’s administration. 

Now the Hull Telephone A 
Department has created an even greater 
communications bridge by switching into 
service its first three System X digital 










exchanges, from Plessey. 

Hull chose System X from a list of inter- 
nationally available systems because System X is 
capable of extending a full range of modern communi- 
cations services to over 130,000 subscribers, and will link 
into British Telecom's growing Integrated Services Digital 
Network. System X also offers facilities normally associated with 
electronic PBXs, such as short code dialling, push-button tone 
signalling, incoming calls barred, call diversion, last number repeat and 
three-party conversation. 


: Interconnection with the British Telecom 
network uses common channel signalling. 


& 

The first three Hull exchanges, 
covering some 16,000 local lines, are now 
interconnected with the British Telecom 
digital trunk network using common 
channel signalling based on CCITT No. 7 
standards. Common channel signalling 
has many advantages to both subscribers 
and operating authorities. 

It provides direct connections 
between exchange computers and thereby 
increases the signalling capability of the 
network. The consequent increase in 
facilities which can be offered enhances 
operation and maintenance of the network 
and provides routing flexibility and a high 
degree of security. 

The introduction of System X digital 
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: " switching together with common channel 
Sheffield 8 tog h 


signalling between the Hull and British 
Telecom networks (as illustrated in the 
diagram) is now providing two digitally 
interconnected but independent 

| administrations with improved transmis- 
sion qualities, ISDN capability and faster 
call set-up times, all in a new environment 
of computer control. 

; BT digital For further information, contact 
network Peter Gordon, Plessey Major Systems Ltd, 
Edge Lane, Liverpool, United Kingdom 
L7 9NW. Telephone: +44 51 228 4830. 
Telex: 629267. 


| Q PLESSEY 






Hull 
Central 
















re intd » da. 


Hexagon brings the financi 
MARKET INFORMATION 


mt Wh ee mi WI we x! 


=e ws mi ml wy mi Ww: 


oe rey wpe “ = 
s E 
"m " age 


;m 3 
=i at ww M X 


MU m EE 


x mw mu ws m 


v* ^ 


s) we ws ow NE 


wi m Bt gi wt 


~~ 


| 


«i 


, 
x " p " 


AZ IL LL eee ee = 
“sea e eee eee = & 
“=. 1 41 l ]1 11. 
EAE LIII A LS 
“oes "oo oom 
"71171 17111 11. 





3arket-place to your office. 


To keep one step ahead in the money 
market, you need accurate information 
and you need it fast. Hexagon, 
HongkongBank's corporate electronic 
banking system, brings instantly to your 
screen the current state of both local and 
international markets. 
Hexagon will keep you informed on 
Foreign Exchange rates (spot and 
forward), Gold Prices, Lending and 
Deposit rates, Stock Market indices and 
=a oe = P prices, Currency Notes and Demand Draft 
| j E rates. Information from the world's major 
We COME t Ü fi financial centres is constantly updated 
Bases Aig | | | i so that you can react quickly and 
| | d appropriately as market conditions dictate. 
$ zH Of course, Hexagon also allows you to 
control your domestic and global financial 
affairs, with complete security, right from 
your office. 


Hexagon is state-of-the-art corporate 
electronic banking, from the 
HongkongBank group, one of the world’s 
major financial institutions, with over 
1,200 offices in 55 countries. To find out 
more about Hexagon and how it can help 
your company, contact the Hexagon 
centre at your nearest branch of the 
HongkongBank group. 


Hexagon. 
Puts the power of the bank 
in your hands. 
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HongkongBank 


The Hongkong and Shanghai Banking Corporation 


Marine Midland Bank * Hongkong Bank of 
Canada * HongkongBank of Australia 
The British Bank of the Middle East 
Hang Seng Bank Limited * Wardley Limited» 
HongkongBank Limited 


CONSOLIDATED ASSETS AT 31 DECEMBER 1984 
EXCEED US$61 BILLION. 








In pursuit of profits 


Today's trucks are wonders of engineering perfection, cared for and 
pampered by their drivers. Often, much of the credit is due to the 
engine. 

This is the story of how an advanced engineering company 
called Atlas Copco helped a Swedish truck builder improve quality 
and cost-efficiency in engine assembly. 

If you're concerned with company profits, this story could 
relate to you, too, no matter what industry you're in. 


STRIVING 
FOR THE SUPREME 
DIESEL. 








The small town of Södertälje, on the 
east coast of Sweden, was once fa- 
mous for its suger-coated twist buns. 
These delicate cookies were much 
appreciated by travellers making a 
halt at the not-so-grand central sta- 
tion. 

Today, Södertälje is best known 
to the modern traveller for a some- 
what more complex product; truck 
drivers the world over wax lyrical on 
the power and performance of Scania 
heavy trucks.’ 

Scania’ has a long and proud tra- 
dition of engine building. The 
first engine left the factory as 
long ago as 1897. 


Born: a new engine. 
Scania commissioned the as- 
sembly line for their new 8.5- 
litre engine in 1984. Annual 
production is running at about 
5,000 units. 

Ingvar Johnson is in 
charge of engine assembly; a 
man who prides himself on a 
rational and reliable manufac- 
turing process. Critical opera- 
tions include the tightening 
of 98 bolts at 9 joints. Each 


Scania is one of the world's six 
leading builders of heavy trucks. 
Atlas Copco nutrunners precision 
torque the bolts in the cylinder 
heads on Scania's new 8.5-litre 


diesel engine. 
* Scania is the truckdivision of the Saab- Scania Group. 


bolt is tightened individually to ac- 
curate torque specifications. 

If a cylinder head is poorly 
tightened, gas will escape, com- 
pression will drop, performance 
wil deteriorate and fuel con- 
sumption will rise. Bad for business 
and bad for the customer. 

Or, if a single bolt is missing in 
the cap of a crank-shaft bearing, the 
first test run will send the con rod 
straight through the engine block. 
You can scrap the engine there and 
then. Even worse for business. 











But good business is uppermost 
in Ingvar Johnson's mind. 


A tough school. 

Atlas Copco nutrunners solved the 
problem. Ingvar Johnson uses one 
for each of the nine critical joints. 
Each bolt is tightened to a specific 
torque and then retorqued to z 
given angle. The entire 4 
quence is controlled and mo 
tored by a computer. 

As a result, Ingvar John 
son has dramatically reducec 
the variations in final tighten 
ing data; from +20% to +3% 
And no bolt will be forgotten 
The computer will not permi 
an engine to move along th: 
assembly line before all bolt 
are correctly torqued. hi: 
means a full, 100%, quality 
control. 

Who is this Atlas Copco? 

By now you may be won 
dering, “What has all this go 
to do with me? I'm not ever 
remotely concerned with th 
truck manufacturing bus! 
ness" A lot, we hope. Rea: 
on and see. 























Atlas Copco is one of the world's 
leading companies in the field of 
compressed air and hydraulics. But 
we're also active in other technical 
areas, such as electronics. 

The company sells its 3,000 

roducts and services to 250,000 
posee customers in more than 
0 countries. 

Our manufacturing and product 
development are spread over 16 
countries. Invoiced sales in 1984 ex- 
ceeded US$ 1,000,000,000. 

Typical*customers are indust- 
ries involved in mechanical produc- 
tion, food processing, chemicals, 
pharmaceuticals, textiles and elec- 
tronics. Included in this group, of 
coufse, are building and construction 
contractors and mine operators. 


Five-figure savings. 

The total cost of Atlas Copco equip- 
ment to Ingvar Johnson's depart- 
ment was some US$ 250,000. An 
investment that has returned a fast, 
pay-off. 

Firstly, adjustment costs have 
dropped by US$ 20,000 per year. 
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Secondly, not one single engine 
has been lost in test since the Atlas 
Copco system was introduced — an 
annual saving of US$ 40,000. 

Thirdly, precision torquing of 
cylinder head bolts has enabled 
Scania to build a high-compression 
engine with fuel-pinching economy. 

The performance translates into 








Ingvar Johnson, head of diesel engine 
assembly at Scania in Södertälje, Swe- 
i den, has successfully combined 
engineering quality with profit- 
| ; able productivity. 


| extra cash for truckers the 


world over. 

What it's worth to Sca- 
nia is a well kept secret. But 
there's no questioning the con- 
tribution it has made to Scania's 
ranking as one of the world’s 
topsix manufacturers of heavy 
trucks. 

Your ticket to extra profits. 
When you buy something from 
Atlas Copco, you are not mere- 
ly purchasing a product. You are 
buying a profitable solution in 
every situation. Our aim is to 
help you cut your operating costs 
or increase your income. Or both. 
We don’t pride ourselves on 
having developed our methods 
and products all on ourown. They 
are the result of close cooperation 
with our customers. Like in the 
case story you just read. 

Atlas Copco has 16,300 em- 

ployees on five continents. We 

have our own sales companies in 

47 countries and distributors, in- 

cluding direct sales operations, in 

another 85. 

All this is backed by more 
than 400 service centres with train- 
ed mechanics and off-the-shelf 
spares all over the world. 

So we’re never more than a 
phone call away. 


Atlas Copco 


| would like to see for myself 


ý ES, if Atlas Copco could help 


me to make a little more money. 


C] Send me your brochure, “In Pursuit of 
Profits", with more case histories like this 
one and general information on how 
Atlas Copco solves customer problems 
and needs. 

EJ My business isc . . . 
(specify type of industry). Send me in- 
formation that shows what you can do in 
this field. 

Lj fminterestedi. -m 
(spgcify type of product). Send me rele- 
vant literature. 

[J Have your nearest representative call 
me for a no-obligations discussion about 
a specific product. 


Mail this coupon to Atlas Copco Head- 
quarters, S-105 23 Stockholm, Sweden. 
Or use this magazine's reader service card. 


Name 
Position 
Company 
Street 
City 
State 
Country 


Phone 


Zip 
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€ IN last week's Comment I wrote 
that, when the time comes to write his 
obituary, there will be little to say in 
favour of Ferdinand Marcos except 
that, in the end, the *macho man' pre- 
vented much bloodshed by quitting. 
Over the last week I have talked to sev- 
eral people who would disagree. 

Some of them even argued that, on 
the whole, the scales were tipped in his 
favoyr right up until the murder of Be- 
nigno Aquino. Others admit the lost op- 
portunities and the damage caused dur- 
ing the late 1970s and the 1980s, but 
maintain (as did Washington at the 
time) that the country had been falling 
apart in 1972; that martial law was then 
justified — if only for the restoration of 
law and order (however temporary that 
proved) — and that the Marcos years 
did bring certain economic benefits (as 
indeed the REVIEW's deputy editor 
oe out in this week's THE 5TH 






LUMN ). I still hold that the Filipino 
ople received pathetically little in re- 
turn for the rights they sacrificed under 
martial law. 

€ SOON after martial law, I recall a 
visit to Manila as a minor guest speaker 
at one of the international get-togethers 
of industrialists, businessmen and other 
bankers hosted by David Rockefeller's 
Chase Manhattan Bank. The week's 
discussions were due to be splendifer- 
ously launched by a Sunday outing on 
the presidential yacht as the First 
"Couple's guests. The bankers’ wives all 
visited the hotel's beauty parlour and 
duly arrived at the quayside wearing 
their best hair-dos and their smartest 
outfits for a day's cruising. 

As the sizable ship (Marcos care- 
fully explained that it was not as ex- 
itravagant as it appeared: it was given to 
the Philippines as part of Japan's repa- 
rations) steamed into the bay, it ran into 
stiff breeze. Immediately all the 
ies’ hair-dos streamed out in disar- 
. But not Imelda's. She stood on the 
after-deck and not a single hair dared to 
budge. The ladies cattily commented 
that she must have set it with several 

ints of fixative. But Imelda had no 
beso. As th? day wore on, the First 
Lady disappeared below four or five 
times, on each occasion re-appearing in 
a yet more glamorous full-length Maria 
Clara, with ever-more plunging 
meckline and butterfly sleeves. The 
ladia’ smiles became very fixed. 
e STEWARDS served champagne and 
Beluga caviar as the yacht steamed past 
the slums of Tondo. Marcos invited his 
male guests down below to a conference 
room, where he briefed them on the 
enormous investment opportunities of- 
ered by the Philippines under his rule. 
^s a lawyer, he was particularly insig- 
ent that the constitution made specific 
»rovision for martial law in emergen- 
ties, and most of his listeners appeared 
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to be impressed both 
with his eloquence and 
his regard for legalities. 

When the yacht an- 
chored, Marcos was visi- 
bly annoyed that the 
rough weather  pre- 
vented him from being 
equally impressive on 
water skis. Instead, the 
party toured the fortifi- 
cations on the island of 
Corregidor, the last 
stronghold to fall to the 
Japanese invaders early 
in 1942, while Marcos 
reminisced about his al- 
legedly heroic exploits 
as a leader of the anti-Japanese resist- 
ance. I photographed him posing by the 
muzzle of a huge, 12-in, US-made 1903 
artillery piece (later featured on one of 


our covers — REVIEW, 4 Apr. '75 — see 


illustration). 

€ BACK at the hotel, most of the 
guests felt that they had been treated 
with more-than-adequate Philippine 
hospitality. But the First Couple appa- 
rently did not know when to leave well 
alone, and thereafter the royal sum- 
mons proliferated. One afternoon's dis- 
cussions had to be cancelled for an im- 
promptu concert by the Manila Philhar- 
monic. The Rockefeller party filled a 
few dozen seats, so minions were dis- 
patched outside to pull passers-by off 
the streets to make up an audience. 

Another evening had to be re- 
scheduled to attend an equally im- 

romptu banquet at Malacanang 

alace, where the guests listened to 
another long Marcos harangue on the 
golden vistas his rule had opened up for 
the Philippines. 

By the end of the week, the Marcos 
couple had lavished so much time and 
hospitality on them that even the bank- 
ers were beginning to ask themselves 
who was looking after the shop. 
Nevertheless they gathered for the final 
dinner at the end of which David Roc- 
kefeller rose to summarise the week's 
discussions. Barely had he started when 
the doors opened and in marched 
Imelda, to take coffee with the party. 
End of summation. 

e EVIDENTLY the bankers were im- 
pressed by this hospitality overkill de- 
spite their reservations — at least they 
joined with other US banks in thrusting 
loans down the country’s throat. But, 
from that time on, I could not bring my- 
self to join any chorus of admiration for 
Marcos. As a result, I grossly underesti- 
mated his staying power, failing to make 
enough allowance for his political skills 
at shrviving, and at weakening and di- 
viding his opposition. I was privately 
betting on his fall several years ago, ar- 
guing that he had failed to follow the 
East Asian pattern of building a power 





base and a consensus. I 
failed to appreciate the 
macho appeal he long 
exercised over his fellow 
countrymen, and over 
foreigners anxious to 
support an accredited 
anti-communist hero. I 
thought the  coun 
would tire sooner than it 
did of circuses, espe- 
cially when unaccom- 
panied by bread. 

@ OVER the years, I 
interviewed Marcos sev- 
eral times — always 
seated below the huge, 
raised desk from which 
Il Presidente royally received visitors in 
the great hall of Malacanang. Arriving 
in Manila for the first such interview 
just after he had been democratically 
elected into office, I turned on the TV 
set in my hotel room to watch the news. 
A policeman with a heavily bandaged 
head was complaining to the cameras 
that he had attempted to ticket the son 
of the then minister of justice for speed- 
ing, and had been beaten up for his 
pains. 

The next morning, during the inter- 
view, several cabinet members. wan- 
dered in, among them the justice minis- 
ter. Marcos greeted him jocularly: “I 
hear your son has been a naughty boy 
again," he said. Although Marcos sub- 
sequently cracked down on violence, 
that exchange always led me to suspect 
the depth of the president's commit- 
ment to law and order. 
€ | ALSO suspected that there was 
some means of communication (a two- 
way buzzer?) between the Marcos desk 
and the First Lady's apartments. During 
every interview, without fail, Imelda al- 
ways happened to walk past the door- 
way behind the desk — at which point 
Marcos always happened to turn round, 
greet her and invite her to meet his 
guest. Imelda was always very gracious 
and brought a charming family touch to 
such occasions — until the artificial tim- 
ing of her appearances became appa- 
rent. 
€ AS always, such regimes inspired 
dozens of political jokes. There was the 
burglar who broke into Malacanang last 
year and stole the 1986 election results. 
And the one about the reason why the 
Filipino people were like Adam and 
Eve? Because they were badly fed, 
badly housed and badly clothed, and 
their leaders were telling them they 
were in Paradise. And the guide who 
asked a group of tourists who they 
thought was the biggest land grabber in 
Philippine history? He supplied the ans- 
wer: "F.M." The tourists tittered uneas- 


ily, until the guide explained blandly, 


that the initials stood for Ferdinand 
Magellan. 
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SABAH 


Let the people judge 


The state's ruling PBS calls elections to confirm its mandate 


By Suhaini Aznam in Kuala Lumpur 


nce again Sabah politics is in fer- 

ment. Just 10 months after his sur- 
prise victory in state elections, Sabah 
Chief Minister Datuk Joseph Pairin 
Kitingan has startled the country — and 
his rivals — once more by requesting on 
24 February that the state assembly be 
dissolved. A dissolution order, signed 
by Governor Tun Mohamed Adnan 
Robert, came into effect two days 
later. 

But already the legality of the dissol- 
ution order is being challenged. On 1 
March Abdul Ghapur Salleh, the as- 
sembly's sole independent member, 
filed a writ, to be heard by the Sabah 
High Court on 12 March, disputing 
Pairin's right to call for the dissolution 
while a court decision on the validity of 
his rule is due on 15 April. In the latter 
suit, Tun Mustapha Harun, a former 
Sabah chief minister and leader of the 
major opposition party, the United 
Sabah National Organisation (Usno), 
challenged the legality of Pairin and his 
Party Bersatu Sabah (PBS) government 
to hold office. 

Pairin's move was a swift reaction to 
signs that six PBS assemblymen were on 
the verge of quitting the party. For 
Pairin the then pending resignations — 
in the event, only four quit — were more 
shots in a volley of attempts to subvert 
the legitimacy of his government. 

*Rather than hang on to a weakened 
government under siege, the PBS has 
decided to go back to the people to get a 
clear mandate as to who should rule," 
Pairin said, when announcing the dissol- 
ution — just one day after dashing back 
to Kota Kinabalu, the state capital, 
from Kuala Lumpur to try and halt the 
resignations. 

He said: “There has been a long 
series of attempted coups to topple the 
democratically elected PBS govern- 
ment by any possible means. In order to 
get out of this protracted and tense situ- 
ation we have decided to go to the peo- 
ple again. They, finally, are the best 
judge." 

The six had tacitly indicated their in- 
tention to resign as early as 30 January, 
when they wrote separate letters to the 
peo of the Sabah assembly asking 
that their pre-signed, undated letters of 
resignation as assemblymen be consi- 
dered invalid unless personally deliver- 
ed. 

The submission of open-dated letters 
of resignation is a common practice in 
Sabah, a convenient means for party 
sig to guard against defections. 

our by-elections in January in Sukau, 
Balung, Buang Sayang and Karamunt- 


ing were prompted by such letters. The 
letters were submitted to the assembly 
by Sabah's former ruling party, Ber- 
jaya, and Usno on behalf of their repre- 
sentatives who had defected to the PBS 
or were suspected of harbouring such 
plans. 

This time around, four of the six as- 
semblymen quit the party in late Feb- 
ruary but not before throwing up clouds 
of confusion by first going into hiding, 
then emerging briefly to pledge al- 
legiance to Pairin and finally appearing 
in Kuala Lumpur to announce their res- 
ignations from the party. One of the two 
assemblyman who remained with the 
PBS said he had been tricked into sign- 
ing a blank form, having been told it was 
an application for a business licence. 

Party crossovers are endemic in 
Sabah and have long ceased to raise 





ood of change prevails. 


eyebrows. Inducements to defect — 
both monetary and in the allocation of 
postings — are an open secret. In the 
last-minute manoeuvrings before the 
latest group defection, speculation was 
rife that at least some of the four were 
just using the threat of defectien to win 
more prestigious plums from the PBS 
government. In the event, any bargain- 
ing apparently proved fruitless. 


ow, with the assembly dissolved, 

fresh elections must be called within 
90 days — a political gamble for Pafrin 
with Aigh stakes for all. Pairin seeks an 
indisputable victory — one that wfll 
once and for all quell the war of attrition 
against his government, enabling him to 
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run the state without legal and political 
encumbrances. ~ 

Pairin is Roman Catholic and leader 
of a party which is dominated by the 
largely Christian Kadazan ethnic group. 
In a country where Islam is the official 
religion and where, at the federal level, 
the ruling National Front is dominated 
by the Malay-based United Malays, Na- 
tional Organisation (Umno), Pairin 
found his political survival threatened 
from the moment he entered office. A 
cluster of legal suits and five by-elec- 
tions later, his position as chief minister 
is still uneasy. ` 

But given the eurrent balance of as- 
sembly seats, the chief minister’s deci- 
sion to call for fresh elections was more 
than just a political counterploy. Pairin 
had been forced into a corner. The PBS, 
which had won 25 seats in April last year 
and gained five more at its peak, was re- 
duced to holding only 24 of 48 elected 
assembly seats in the wake of the most 
recent resignations. The party's major- 
ity now hinges solely on its six apporte 
assemblymen. | 

Usno, the ruling party's closest rival, 
won 16 seats which, together with Ber- 
jaya's three and the one independent 
seat, gave Sabah's opposition 
block 20 seats — grown to 24 
with the most recent defec+ 
tions. It is a precarious balance: 
for the PBS — one that could. 
block the passage of majopbills 
that require a two-thirds vote; 
thereby hampering effective 
government. 

Meanwhile, Usno and Ber- 
jaya have declared themselves 
confident of victory in the 
pending elections. But the ap- 
plication for an injunction by 
Ghapur, a reputed ally of the 
loose alliance forged between: 
Usno and Berjaya after last 
year's state elections, belies 
their confidence. As recently 
as January, some Usno partv- 
workers were conceding that: 
Pairin were to go to the 
polls in April, the PBS would 
probably win because the 
mood for a change from the 
Berjaya government still pré- 
vailed. Ten months, they gaid, was not 
long enough for voters to have become 
disillusioned with the PBS' perform- 
ance. 

The series of attacks on the PBS by 
Usno and Berjaya, with the alleged tacit 
blessing of the federal government, is 
making the PBS something of a martyr. 
Ironically, the party is enjoying the pub- 
lic view that it is an underdog, despite 
the fact that it is in power. | 

But the political terrain has changed 
sufficiently to cause the PBS some prob- 
lems, perhaps major ones. Whereas the 
party was able to siphon off to itself 
most opposition Chinese votes in the 
April elections last year, two of the four 
recent PBS defectors are founding a 
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new Chinese party — to be called the | JAPAN 


Parti Cina Sabah (PCS) — on the 
rationale that Sabah. Chinese should 
have their own political identity. 

The two other defectors have plans 
to reactivate the Kadazan-based Pasok 
party. One, former Pasok president Ig- 
natius Malanjun, is an old friend of 
Pairin and was the first assemblyman to 
cross over to the PBS from another 
party after the April election. Malanjun 
said he quit the PBS because he had lost 
confidence in the government. 

Malanjun complained that the PBS 
was failing to solve Sabah's financial 
and developmental problems, alleging 
too that the leadership was weak and 
some elements of the government cor- 
rupt. About 300 PBS youth leaders 
staged a peaceful demonstration in 
Penampang, in Malanjun’s consti- 
tuency of Moyog, to protest against his 
desertion. 

The birth of the PCS and the re- 
emergence of Pasok could sound the 
lios ^ for multiracial parties in 
ah — the first Malaysian state to at- 

empt multiracial representation within 
a single party, as opposed to representa- 
tion by race within a multiracial coali- 
tion. 

The multiracial Berjaya, ousted by 
the PBS in the April elections, still 
exists but its influence is on the ebb. A 
few National Front insiders reluctantly 
conceded that Berjaya appeared to be 
finished when party president Datuk 
Mohamed Noor Mansor lost, albeit nar- 
rowly, in the Balung by-election in 
January, despite active support for him 
in Usno strongholds by the charismatic 
Mustapha. 






he greatest threat to the PBS lies in 

the desire of Usno, Berjaya and the 
federal government to ease Sabah's po- 
litical restlessness by bringing all three 
parties under an alliance, with Usno 
and, less exclusively, Berjaya repre- 

nting the Muslims and Malays, and 
p: PBS speaking for the predominantly 

ristian Kadazans. Prime Minister 
Datuk Seri Mahathir Mohamad is reput- 
ed to have pressed this suggestion but it 
has been strenuously resisted by the 
PBS. The idea was unanimously re- 
jected at a PBS supreme council meet- 
ing in January. 

Although National Front sources ac- 
knowledge that Pairin is *reasonable," 
his advisers and supporters do not share 
that reputation. Moreover, senior PBS 
leaders are unwilling to give up their 
state posts to accommodate rivals they 
had defeated in fair elections. The PBS 
has recently dropped earlier efforts to 
gain entry to the National Front. 

A fall-back plan is to form a Sabah op- 
position front, comprising Usno, Ber- 
Jaya, Pasok and the PCS, to collectively 
erode the PBS' support-base. Usno amd 
Berjaya have already declared an elec- 
tion pact if the assembly dissolution is 
judged legal and an election is held. D 
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Price of SDI research 


Nakasone is pushing for an official secrets law 


By Bruce Roscoe in Tokyo 


oncerted resistance from opposi- 

tion parties and private lobby 
groups has slowed the ruling Liberal 
Democratic Party's (LDP) attempts to 
enact an official secrets law. First intro- 
duced in the parliament in June last 
year, the “Bill Relating to the Preven- 
tion of Spying Activities and so on that 
Affect National Secrets" would en- 
power the government to curtail speech 
and press freedoms in the name of na- 
tional security (REVIEW, 14 Nov. '85). 

But despite widespread opposition 
to the bill, strongest from the Federa- 
tion of Bar Associations and the News- 
paper Publishers and Editors Associa- 
tion, LDP executives are again trying to 
push it through the relevant committee 


and Prime Minister Yasuhiro Nakasone 


has ordered a revision of certain articles 
of the bill in the apparent hope of enact- 





Nakasone: 'Star Wars' participation? 


ing the bill during the current par- 
liamentary session. 

There has been little public discus- 
sion of the nature of these revisions, 
thqugh legal sources say they concern 
the bill's provisions on prison terms and 
the deatle penalty for offenders as well 
as a more precise definition of what con- 
stitutes national security. 

It is evident that the LDP is pushing 
ahead with the legislation in part to 
make Japan eligible for participation in 
the US Strategic Defence Initiative 
(SUI), more commonly known as “Star 
Wars." Foreign Ministry and Japan De- 
fence Agency officials visited Washing- 
ton late last year for exploratory brief- 
ings on how Japan might jointly re- 


search Star Wars technology. Although 
the Foreign Ministry's official position 
is non-committal, LDP executives ap- 
pear to have taken to heart US fears that 
Tokyo cannot be trusted with highly 
sensitive military intelligence. 

Nakasone appears to share this con- 
cern. In December, speaking in parlia- 
ment in defence of a tough official sec- 
rets law, he reiterated his opinion that 
"there is no paradise like Japan for 
spies." What senior LDP and govern- 
ment officials appear to fear most, how- 
ever, is that Japan may be relegated to 
the lowly status of “nominal” particip- 
ant in SDI research, unless it can con- 
vince Washington that SDI secrets 
would be safe here. 

Political observers now expect a hur- 
ried LDP attempt to pass the official 
secrets bill while the party is at its cur- 
rent electoral strength. Elections for 
both houses of parliament are to be held 
sometime this year. 

The  LDP's present legislative 
agenda contains an almost equally con- 
troversial Security Council Bill, which 
would confer broad emergency powers 
on the government through the establish- 
ment of a security council within the 
cabinet. This body would replace the 
National Defence Council whose mem- 
bers comprise the prime minister, the 
ministers of finance and foreign affairs, 
and the directors-general of the defence 
and economic planning agencies. The 
new council would include these mem- 
bers but would add the chief cabinet sec- 
retary, the chairman of the National 
Public Safety Commission, and any 
other designated ministers. 

Of the Security Council Bill's 11 arti- 
cles, the first has raised most alarm. It 
reads: “A security council will be estab- 
lished within the cabinet as a body to de- 
liberate on important matters concern- 
ing national defence and matters con- 
cerning the handling of serious and ur- 
gent situations.” 

As in the case of the official secrets 
bill, it is the vagueness of wording more 
than anything else that has drawn par- 
liamentary and some wider public oppo- 
sition. Although “serious and urgent 
situations" were illustrated by examples 
in the original recommendations for this 
legislation, drawn up by a Nakasone ad- 
ministrative reform council, the bill 
contains no definitions. The reform 
council had suggested "territorial tres- 
passing," “politically motivated hijack- 
ing" and *the shooting down of aircraft 
by other countries" as examples. The 
LDP is hoping to enact the legislation by 
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The honeymoon is over 


Gandhi's domestic triumphs have turned into problems 


By Mohan Ram in New Delhi 


little more than a year after he came 
to power, the popularity of Prime 
Minister Rajiv Gandhi is on the wane. 
Widespread urban agitation against the 
government's pricing policies and the 
upsurge of communal violence have 
spawned  disenchantment with his 
leadership. 
Gandhi himself has acknowledged 
that the period of his political honey- 


moon is over. “The euphoria has to 


stop," he said in a recent interview with 
the influential magazine India Today. 
The disaffection is so strong that the po- 
litical opposition refused to meet with 
him on the eve of the parliamentary ses- 
sion last month and even boycotted his 
speech to the legislature. 

The opposition showed a rare sense 
of unity in taking to the streets and ar- 
ranging successful strikes in major cities 
to protest against officially adminis- 
tered price rises. Although the govern- 
ment backtracked partially on the 
prices, the protests continued. The 


THAILAND 


spate of recent communal violence be- 
tween Hindus and Muslims, though not 
directly related to official policies, has 
come in handy for the opposition and 
put the government on the defensive. 

The situation of a beleaguered prime 
minister is a far cry from the national 
mood generated by his rise to power in 
the wake of his mother's assassination 
on 31 October 1984. As Gandhi rode a 
wave of sympathy and then won the 
biggest ever victory for his party in the 
December 1984 general election, the fu- 
ture of parliamentary democracy and 
the primacy of the Congress party 
seemed to have been secured. 

The image of Gandhi as.a young and 
dynamic leader, impatient for change 


and progress to wipe out poverty and ` 


lead the country into the next century, 
gained hold. He was hailed as a man of 
reconciliation, determined to solve the 
problems left over by his mother, as he 
arrived at the settlement of the crises in 
Punjab and Assam last year. But the 


The tightrope walk 


By John McBeth in Bangkok 


i f the political soothsayers are correct, 
next month is likely to be stormy for 
Prime Minister Prem Tinsulanond with 
the opening of parliament threatening 
to exacerbate intra-party splits in his co- 
alition government and raise the spectre 
of early elections. April is also expected 
to present supreme commander and 
army commander Gen. Arthit Kam- 
lang-ek with his own moment of truth: 
will Prem allow him a second one-year 
extension of service? 

Most political observers now believe 
that for Prem, at least, the news is prob- 
ably good — even if his quality of 
leadership becomes a matter of debate. 
Earlier worries that dissidents in the So- 
cial Action Party (SAP) — the senior 
partner in the coalition — -could 
undermine the government have now 
abated. 

One reason is that despite pro- 
nouncements that he is *sick and tired" 
of Prem, influential former SAP leader 
Kukrit Pramoj has thrown his support 
behind two controversial tax and bank- 
ing decrees, which were expected to 
spark the most uproar. 

Another is that the parties are not 


Prem's uneasy coalition mulls over Arthit's tenure 


sufficiently prepared for early elections. 
There is an acute awareness, particu- 
larly among the its military opponents, 
that an early poll would only favour 
Deputy Prime Minister Pichai Rat- 
takul's Democrat Party which had done 
a good job of winning by-elections 
last year. And even the Democrats 
themselves, working as they are to 
strengthen their support in rural areas, 
would probably not be too happy 
either. 

For Arthit, the news is not good. The 
official justification for last year's exten- 
sion was that his presence was impor- 
tant for military unity and national secu- 
rity. But critics contend that this time 
around there is simply no reasen for an 
extension. And a broad body of opin- 
ion, both in powerful military and civi- 
lian circles, tends to agree. 

Arthit insists that if he is to be 
retired in September, he has no in- 
tention of entering politics — meaning 
he might not accept a cabinet post 
in the unlikely event he is offered 
one — or joining a political party. Be 
that as it may, former general and assist- 
ant army commander Mana Ratanako- 


Prem: storm ahead. 
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two accords have since come unstuck 
and the Gandhi magic is a thing of the 
past. Even the Congress party leader- 
ship has become disenchanted with his 
handling of party affairs and the touchy 
issue of price rises. 

His agreement on Punjab in July 
1985 is now rated as his biggest set- 
back. After a hawkish stand on the 
Sikh issue in his December 1984 elec- 
tion campaign, Gandhi conceded to al- 
most all the Sikh demands in the accord. 
But the agreement did not address itself 
to the basic challenge of Sikh fuada- 
mentalism and terrorism. Although the 
moderate Sikh Akeli Dal party won the 
state elections last September, there 
has been no let-up in terrorist violence, 
with an average of two assassinations a 
day. 


Q n 26 January, India's Republic Day, 
militants wrested control of the 
Golden Temple in Amritsar, hoisted 
the secessionist Khalistan flag and have 
remained there, converting the temp 
into a terrorist sanctuary and arse 
once again. Although Punjab's Chie 
Minister Surjit Singh Barnala promised 
to rid the temple of extremists, using 
force if necessary, he also attacked New 
Delhi for not implementing the crucial 
parts of the agreement. 

Barnala was referring to the transfer 
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set has said he is awaiting a decision 
from Arthit on whether he would lead a 
party to be called Taharn (Military) 
Party which Mana hopes to register this 
month. 

Comprised of disgruntled MPs from 
other parties, retired military and police 
officers and businessmen and appa- 
rently backed by 200,000 military reser- 
vists, the party could serve as a conve- 
nient political launching pad for Arthit. 
When Mana wanted to contest the 
Bangkok gubernatorial elections last 
year, Arthit publicly advised him 
against it and hinted that Mana, a 
close associate who retired last Sep- 
tember, had more important things to 
do. 
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of the city of Chandigarh to Punjab, re- 
lease of Sikh militants held in other 
states and rehabilitation of Sikh soldiers 
who had deserted the. Indian Army. 
Chandigarh could not be transferred to 
Punjab on 26 January as scheduled be- 
cause Haryana, which along with Pun- 
jab uses the city as a joint capital, op- 
posed the transfer unless it also got the 
Hindi-speaking areas of Punjab simul- 
taneously. 

A judicial commission formed to de- 
termine the transfer of the areas could 


not make a firm award as the Hindi- 


T S 
i 


= T 


Sikh militants: major policy setback. 


Interestingly, Mana said at the tige 
that he decided to back out because Ar- 
thit wanted him to continue working on 
a four-year-old project aimed at improv- 
ing the welfare of several million army 
reservists and encouraging them to 
strengthen national security. Given the 
fact that Mana Specifically mentioned 
the reservists as being active supporters 
of the Taharn Party, commentators 
were left to wonder whether the two 
went hand in glove. 

Last year, Arthit's name did appear 
on the April retirement list, but it was 
followed almost at once by the an- 

ouncement that he would be given 
à years extension. Although there 
were some observers who were pre- 
pared to argue to the contrary, many 
analysts then felt that Prem made the 
decision more because he wanted to 
allow younger officers to move up closer 
to Arthit in the line of succession 
rather than out of any position of weak- 
ness. 

So far, the only open illustration of 
army opposition to Arthit's extension 
came in late February when Special 
Forces headquarters commander Lieut- 
Gen. Sunthorn Khonsomphong and 20 
other senior officers of the crack para- 
troop force called on Prem at his official 
residence. 

Ostensibly, the purpose of the visit 
was to convey much-belated New Year 
wishes, but informed sources say,the 
subject of  Arthits extension . was 
broached and the officers made it clear 
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speaking areas of Punjab are not con- 
tiguous to Haryana. The Akali Dal gov- 
ernment’s failure to secure Chandigarh 
on the due date has strengthened the 
militants even as New Delhi wants firm 
action against them. In sheer despera- 
tion Barnala has warned them that the 
alternative to his government is military 
rule. 

The chief minister faces an awkward 
dilemma. If he uses force to evict the 
militants from the temple, he would be 
committing an act similar to the one he 
denounced — the storming of the tem- 
ple by the Indian Army in June 
1984. If he fails to curb ter- 
rorism, New Delhi will have to 
bring Punjab under its direct 
rule. That would vindicate the 
militants who denounced the 
agreement as a sell-out and con- 
tended that New Delhi would 
never allow Sikhs to rule them- 
selves. 

The other agreement Gandhi 
pulled off last year — to end the 
agitation against illegal alien im- 
migrants in Assam — is also prov- 
ing difficult to implement. The 
Assam state elections which 
were held after the accord was 
signed have sharply polarised 
the state along ethnic lines. The 
Assam agreement called for ex- 


that they would support Prem in any de- 
cision he made. In the Thai cultural con- 
text, where pointed remarks are avoid- 
ed, the message was clear. 

Sunthorn is widely regarded às pro- 
gressive in his approach to civilian-mili- 
tary affairs, and ranking along with the 
commanders of the four regional ar- 
mies, he wields considerable influence. 
Apart from being close to the newly ap- 

ointed commander of the pivital 

angkok-based 1st Infantry Division, 
Maj.-Gen. Wimon Wongwanit, Sun- 
thorn is also a former military academy 
classmate of army chief of staff Gen. 
Chaovalit Yongchaiyut — the man 
who by seniority is Arthit's heir-appa- 
rent. 


Gne that the tide is running 
against him, Arthit has lashed out at 
mounting opposition to the extension 
proposal. Answering questions on an 
army-run radio talk show on 1 March, 
he declared that *a man's tolerance has 
its limit and if things get beyond that 
Ifmit, the man can do anything." Arthit 
appeared to be particularly incensed 
over critical comments against an exten- 
sion for him made by Democrat Party 
member and Deputy Interior Minister 
Veera Musikapong and a group of 
academics during a panel discussion at 
Thammasat University a few days be- 
fore. 

Chaovalit, a clever strategist whose 
*iand has been seen in policy matters 
ranging from Cambodia and the Com- 
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pelling all t-1971 immigrants — 
mostly Muslims from Bangladesh — 
and any attempt to enforce the agree- 
ment could lead to communal strife. By 
conceding Assamese demands on immi- 
grants, Gandhi has already reactivated 
similar demands from Meghalaya and 
other northeastern states. 

Some critics are portraying Gandhi 
as an immature leader yielding to pres- 
sure and willing to appease any assertive 
group. Similar charges are being made 
against a recent bill on personal law for 
Indian Muslims, which could bar di- 
vorced Muslim women from going to 
court to obtain alimony. By shifting 
the responsibility for maintenance of a 
divorced Muslim female on to her par- 
ents or the community’s charitable or- 
ganisations, the bill could free a Muslim 
man from all liability for his former 
wife. 

The bill was a reaction to a Supreme 
Court judgment which awarded 
alimony to a Muslim divorcee, in con- 
travention of Koranic law. The Muslim 
fundamentalists resented the court’s 
interference in what they considered 
a religious matter. Inevitably, the bill 
was seen by Hindus and opposition par- 
ties as giving in to conservative Mus- 
lims. If the bill becomes law it could add 
more fuel to Hindu chauvinist agita- 
tions. ü 
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Arthit: extension unlikely. 


munist Party of Thailand to the crack- 
down against Golden Triangle opium 
warlord Khun Sa, is largley an un- 
known political quantity. Much of 
what he has said about the military's 
role in social and political development 
is ambiguous, causing worries in certain 
quarters. 

If Chaovalit, 53, succeeds Arthit as 
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expected, he would have a six-year te- - 


nure. But he has insisted on several oc- 
casions that he intends to retire when he 
is 55, an indication of future political as- 
pirations and a possible accommodation 
with another contender for the top army 
post, Ist Army Region commander 
Lieut-Gen. Pichit Kullavanich, who ts 
of the same age. 
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| Stifle Chinese cinema 


E Geremie Barme in Peking 


| sei things proceed according to the 
; B present production schedule I can 
18 assure you that the Film Bureau, or I 
| should say the Ministry of Culture as 
.| wellas the Filmmakers’ Association and 
. the film world as a whole will have a 
i ji very rough time of it next year. The 
X party and the people will criticise us and 
. blame us for what has happened." So 
: | wrote the patriarch of Chinese cinema 
. Xia Yan in a letter to Shi Fangyu, the 
_| head of the Film Bureau, in late May 
: ^ 1985. 
t — In mid-January it was announced 
that the Film Bureau, a traditional 
| . organ of the Ministry of Culture, would 
| be put under the control of the Ministry 
| of Broadcasting and Television to form 
ma massive media bureaucracy. It is 
Eun that the new ministry will be 
_ more readily subject to the whims of the 
- party’ s propaganda machine, and in 
1E ^ keeping with the increased ideological 
a control of culture in 1986, a number of 
| films have already been banned or put 
| into cold storage. 
| . ForChinese cinema the period 1984- 
85 saw the production of some of the 
| best, as well as a number of the worst, 
| films to have been made in mainland 
. China since 1949, The so-called *fifth- 
. generation" filmmakers — people in 
their 30s who have mostly graduated 
| D iom the Beijing Film Academy in re- 
a . .cent years — created a furore with such 
_| films as Yellow Earth and One and 
|| Eight. 
| At the same time, studios through- 
iH out the country attempted to cash in 
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| on the government-approved commer- 
|  eialisation of culture by producing films 
| with titles such as Flying Dagger on 
| Mt Emei and Vanishing Corpses in 
in the Deep Valley. Having been ad- 
1 -. monished to be profitable or fold, pub- 
lishing houses and film studios threw 
caution to the wind in the race to 
T . make money and win accolades from 
| the party. 
| Although the tabloid press reached 
1g new heights of popularity, box-office re- 
| ceipts fell by a glaring 20-30% in the first 
| half of 1985, despite the fact that nearly 
| half the films released in that period 
| were specifically designed for the mass 
= | commercial market. 
—— Meanwhile,- films praising govern- 
ment reform policies and propaganda 
* | pieces were so scarce that questions 
= | were asked on high; sometimes open- 
ly, as with Xia, and sometimes behind 
the scenes by lobbying party ideolo- 


Falling box-office receipts did little 
to dampen film industry enthusiasm for 
a more commercial product, however, 
and even greater amounts of money and 
resources were poured into the produc- 
tion of unedifying C-grade movies. 
Faced with mounting official approba- 
tion, yet powerless to completely sub- 
vert the policy of "creative freedom" 
launched by politburo member Hu Qili 
in January 1985, the Film Bureau had 
little choice but to publish Xia's warning 
and enjoin local studios to reconsider 
their production plans be- 
fore it was too late. 

Party ideologues Hu 
Oiaomu and Deng Liqun, 
leaders of a powerful 
Ideological Steering Group 
established secretly last 
year, seized on this oppor- 
tunity to orchestrate a re- 
newed attack on "spiritual 
pollution," in the hope that 
they could continue the 
movement that fizzled out 


in 1984. 
Some studios reacted 
quickly to the Film 


Bureau’s call for more re- 
sponsible film-making. 
The case of the Xian Film 
Studio is the most intrigu- 
ing. Xian is the only studio 
in China run by a respected 
and popular filmmaker, 
Wu Tianming. In his new 
job Wu has made it a mat- 
ter of policy to attract younger filmmak- 
ers disaffected with the conservative 
and hierarchy-concious studios in Shang- 
hai and Peking. He was clearly aiming to 
forestall criticism from Peking when he 
announced that the studio would com- 
ply with “popular demand” by making 
two films about the “exciting reforms 
taking place throughout the country” by 
the end of the production year. The two 
films he scheduled were Wild Mountain 
and The Black Cannon Incident. 

Wild Mountain, directed by Yan 
Xueshu, is another “Chinese Western” 
set in Shanxi — called “Western” be- 
cause of the region, not because it at- 
tempts to be a sinified version of cow- 
boy films. It tells the story of two failed 
marriages and reflects the pervasive in- 
fluence of the party’s economic reforms 
on people in the countryside. 

Abkhough the moral of the film* is 
clear — the gates of the nouveau riche 
heaven are open to all who are wilf* 
ing to become hard-working peasant en- 
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trepreneurs — it remains a carefully ba- 
lanced study of morality and human re- 
lationships. It even teeters on the edge 
of controversy by condoning rather un- 
conventional “marital reforms" as long 
as they are in bung with party po- 
licy. 

The Black inch Incident, directed 
by Huang Jianxin, works on a com- 
pletely different level; subtle and sly, it 
has left the censors in Peking wonder- 
ing whether they should have relaased 
it at all. This film lends weight to the 
argument that therd-rate literature can 
often be transformed into first-class 
cinema. 

It tells the story of a scruffy German- 
speaking engineer, Zhao Shuxin, who is 
made the unwitting subject of an intense 
secret investigation. Zhao is suspected 
of being party to some heinous plot 


Peking film-goers: falling box-office receipts. — 


when a postal worker reports him for 
sending a telegram consisting of the 
cryptic message: “Black Cannon 30 
find money." Lo 





he earlier work that Zhao had done 

as an interpreter for his company in 
its dealing with a German engineer is 
carefully reviewed for evigence of es- 
pionage, and when the German returns 
to supervise the final installation of 
equipment, Zhao is given a temporary 
transfer to keep him out of harm's way. 
The party committee of his company 
spends hours discussing his case* in 
closed session. 

The party meeting room is domi- 
nated by a huge black-and-white clock 
that marks the rapid flow of time as the 
committee, seated along the sides of a 
rectangular table, convenes one meet- 
ing after another to discuss the pros and 
cogs of Zhao's case. The political watch 
dog on the committee, a bird-faced old 
woman cadre who plays the *Marxist- 
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Leyinist" old hag to perfection, argues 
consistently for the silent and all-perva- 
sive persecution of Zhao on the grounds 
that this is the only way to protect him 
from himself while still remaining faith- 
ful to the party's policy on placing great- 
er trust in intellectuals. 

The dialogue resembles something 
from the theatre of thé absurd, though 
in this case it is taken from the palaver of 
everyday life in China. The genius of the 
film lies in the way that the director 
turns the grinding realities of the life of 
the.Chinese intellectual into a sophisti- 
cated black comedy. 

In the end it turns out that Zhao, an 
avid chess player, had lost the “black 
cannon" from his chess set while on an 
out-of-town work trip. The telegram 
was a message to a friend asking him to 
check Room 30I in his hotel and for- 
ward the chess piece to him. Unaware of 
the «machinations of of the seemingly 
thoughtful and friendly party leadership 
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Scenes from Wild Mountain and Yellow River: art 


until the end, Zhao is the first anti-hero 
in mainland Chinese cinema. He is the 

apless everyman, an innocent and 

athetically gullible victim of a party ap- 
paratus that sees him as nothing more 
than a pawn in a much larger game. 
When he realises the truth, rather than 
feeling outrage and injury, he lame- 
ly suggests, to the party committee 
that perhaps he should give up playing 
chess. 

Wild Mountain and The Black Can- 
non Incident are examples of the type of 
film that can be made when art and poli- 
tics mate of their own free will rather 
than being forced into a shot-gun wed- 
ding. That they have met with official 
approval at a time when the film au- 
thorities were being censured by mem- 
bers of the politburo is something of an 
indication that the industry is still alive 
and well. 

But Chinese cultural policy is no- 
thing if not contradictory. The release 
of these two films has not prevented 
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such highly acclaimed films as Yellow 
Earth and One and Eight from being 
criticised in the politburo. As “fifth- 
generation” director Chen Kaige's Yel- 
low Earth was attracting more awards 
on the international film festival circuit 
than any Chinese film in history, official 
displeasure mounted. Older cadres, in- 
cluding the irrascible party General Sec- 
retary Hu Yaobang, denounced Chen's 
stark and humanist view of the Yenan 
era for completely lacking the mythical 
aura they have created around their 
youthful past. 


M? they argued, it is a film 
made by young people who could 
not possibly know about the real Shanxi 
— forgetting that the filmmakers spent 
years in the most desolate parts of China 
undergoing reform as “countryside 
youth." Rather than banning the film at 
this late stage and causing an interna- 
tional scandal, it was decided "inter- 
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and politics. 


nally” to go ahead with overseas sales 
but, in Hu’s words, China should not at- 
tempt to compete with “the ideology of 
the bourgeoisie” at foreign film festi- 
vals. 

The controversy surrounding the 
younger filmmakers was only one ele- 
ment of the squall that raged in the cul- 
tural world of Peking during the last 
months of 1985. A French film retro- 
spective organised by the Film Archives 
was denounced by Hu Qili, the much 
vaunted “young liberal" in the polit- 
btiro, for having screened such “por- 
nographic" films as Quest for Fire, a 
work of arty atavism which reaches a 
climax when the hirsute sub-human 
hero discovers the missionary position 
with his nubile woman friend. 

And if this was not proof enough of 
the “bourgeois liberalism” running ram- 
pant, another young Chinese director 
had the audacity to make a film decrying 
she inhumanity of the Sino-Vietnamese 
conflict: The Dove by Wu Ziniu. 


2 $5 
Chinese leader Deng Xiaoping was re- 
ported as saying that the Chinese film 
industry had taken to making prop- 
aganda for the Vietnamese. 

One cinematic scandal followed in 
the wake of another, and politburo 
leaders, still determined to ignore the 
evidence that their economic initiatives 
are increasingly undermining the 
party's policies on culture and prop- 
aganda work, decided to embark on 
another attempt to force the arts, this 
time the cinema in particular, into the 
ill-fitting straight-jacket of yesteryear's 
orthodoxy. 

For all the hue and cry about the 
"pragmatism" and "liberalism" of the 
new leadership, the Dengist line on cul- 
ture has remained basically unchanged 
since 1980 when Hu Yaobang warned of 
the "negative social effect" of bad 
works. 

Over the years Deng and his fellow 
reformers have generally been satisfied 
to leave the implementation of cultural 
policy to zealots such as Hu Qiaomu and 
Deng Liqun, involving themselves only 
when they are in search of ideological 
and cultural scapegoats that can be held 
responsible for increased moral deprav- 
ity or economic crimes. 

To what extent the arts will get 
clobbered this time around depends 
very much on what Deng Xiaoping has 
to say after his recent tour of the pro- 
vinces. The first major step in tighten- 
ing ideological control of film was 
taken when the film and TV indus- 
tries were merged to form the Minis- 
try of Broadcasting, Film and Televi- 
sion. 

The Chinese TV industry has always 
been more amenable to the direct man- 
ipulation of the propaganda heavies. 
Very much a product of the Cultural 
Revolution, TV has never had any 
particular artistic pretentions, and its 
potential in the area remains sadly un- 
exploited. The film world, as a remnant 
of the "old society" in which art and 
propaganda were not always inimical, 
has repeatedly shown itself to be unruly 
and unpredictable. 

The politburo seems confident that 
with Minister of the Media Ai 
Zhisheng, Hu Qili’s close comrade-in- 
arms from the 1950s, in charge things 
will be different. Fearful that the TV 
networks would be allowed to bleed the 
considerable resources and technical 
expertise of the film industry under the 
new arrangements, Film Bureau head 
Shi commented that it may take 
filmmakers one or two years to recover 
from the effects of the merger, while his 
spirited defence of the industry will 
probably mean that he will not be 
around to see what happens. That the 
"fifth-generation" filmmakers and the 
nascent Chinese art cinema have been 
hardest hit is, in the eyes of the decision- 
makers, certainly a happy if uninten- 
tional by-prodüct of the media reshuf- 
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‘| - Sarah Brickman in Tokyo 


T he Japanese are not known as inno- 
vators or dreamers (they have pro- 
w duced just four Nobel Prize laureates in 
science compared to the US’ 133), but 
| they do take on some rather outlandish 
.| projects. In March, Japan celebrated 
ns completion of the Seikan Tunnel. 
| Stretching 54 km beneath the Tsugaru 
pee trait, it is the world’s longest passenger 
6 E tube. In the 21 years it took to 
| complete the project, 12 million men 
E les orkod. on the tunnel, 34 died for their 
- efforts and the government spent ¥700 
Mipillion (US$3 billion) for the history- 
T aking white elephant. Since both 
| cargo and passengers tend to cross the 
ni “strait by air these days, no one expects 
| the tunnel to ever turn a profit. 
| . The Japanese are justly praised for 
| their ambition and perseverence. A Ja- 
| panese businessman typically lives in 
| | cramped housing (“rabbit hutches" de- 
i | rides the Japanese dailies), commutes 
| | two hours each way to and from his job, 
| b: _ works a 65-hour week and is paid far less 
_ than an American or European employ- 
ee in a comparable position. What moti- 
. vates the Japanese? Some argue fear; 
h, the fear of not enough. 
E Japan has very limited natural re- 
| sources. Fear that there was not enough 
b fuel for Japan inspired the small, fuel- 
efficient automobile which has helped 
to blow the Volkswagen "Beetle" off 
the road and threatened car industries 
qme the globe. Fear that Japan did 
. not have enough warehouse space was 
. developed into the famed “just in time” 
. supply delivery system, a miracle of pre- 
| . cise timing and productivity. 
| More recently, fear that his smallish, 
. island nation is rapidly outgrowing its 
Ee allotment of land has led one 
. very witty naval engineer here to design 
. the world's first offshore city. “The Ja- 
| panese people always need some sensa- 
| tional project," says Kiyohide Terai, 
| that naval engineer. And, with the 
; is world’s longest tunnel successfully to 
| 4 their credit, the Japanese are now giving 
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A “tion. 

_ A brochure replete with artists’ con- 
. ceptions of the city, written in Japlish, 
. an amusing hybrid of English words and 
| Japanese grammar, says that the pur- 
| pose of the hi-tech city is to fulfil Japan's 
"new concrete objectives and creative 
conceptions as the driving power for na- 
.| tional modernisation in the coming 
| years.” It also refers to the project as the 

| “Japanese New Deal Policy.” 
i Terai, 58, is the city's master de- 
I efigner. He suggests that the project is 


. Terai's floating city serious considera- | 





Tokyo looks for more 
| space on a floating city 


being undertaken out of fear of running 
out of room in which to live and play 
golf, the Japanese businessman's pas- 
sion, in Tokyo. 

When Terai graduated from college 
he went to work for Kawasaki Heavy In- 
dustries, eventually becoming a naval 
engineer specialising in submarine de- 
sign. In 1977 he was invited to join the 
faculty of the Massachusetts Institute of 
Technology (MIT) as a professor of 
ocean engineering. Sometime around 
examination period in 1982, however, 
Terai turned in his chalk and headed 
home. i 

When he arrived in Tokyo he was ap- 
palled. In his five-year absence the 
population density had increased per- 





Offshore city drawing: ‘not for fun.’ 


ceptibly, the cost of real estate had 
soared, he was unable to build a house 
and he could not forget his woes on the 
golf links because fairways had been 
forced far outside the city limits. Tokyo 
was losing the comfort and convenience 
that makes a city a great city. 


N pon Telephone and Telegraph 
(N NTT) chairman Hisashi Shinto whs 
the one who lured the “brain grained” 
engineer back to native soil. Enticed by 
the glitzy title “NTT Special Adviser for 
New Technology,” Terai set to work on 
what he hopes will be his greatest 
achievement. 

“Tokyo needs room,” Terai explain- 
ed recently. Japan has been busd- 
ing on landfill for more than 100 years, 
but that sort of expansion, he thinks, 
will never provide enough land, fast 
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cluded, is a ma 1-m2 ade is sl yomi : 
mately the size of central Tokyo, about 
the same size as Hongkong island and 
the Kowloon peninsula combined. 

Terai calls it his Shangri-la. NTT 
calls it OCC — Ocean Communications 
City. (It is designed to be a showcase for 
NTT's futuristic communications pro- 
ducts.) OCC. does not have a specific 
site yet. Maps are still being made of the 
ocean floor around the mouth of Tokyo 
Bay, but Terai predicts that his "city on 
the sea" will lie in open ocean about 120 
km from downtown Tokyo, a one-pour 
trip by high-speed boat. Artists’ mark- 
ups of the city eshow a large glass 
box perched above the ocean surface on 
10,000 wave-sensitive pillars. Mt Fuji, it 
seems, will loom in the background. 

OCC will, be built in four tiers and 
have 100 km? of total floor space. Each 
of the four decks of the city will have 25 
km? of floor space and will rest 20 m 
(the height of a six-storey building) 
apart from the next tier. One million 
people will live and work in OCC's co 
trolled, pollution-free climate of ozo 
rich air. (“So people can live to be over 
100," Terai said.) 

No slouch for details, Terai said that 














the OCC will be completely self-con- 


tained. Machinery on the first deck will 
provide OCC with heat, electricity and 
water. The second tier is slated for the 
luxury condominiums of OCC dwellers. 
State-of-the-art schools, hospitals, re- 
search facilities and government offices 
will be on the third tier. The businesses 
and industries which Terai hopes will 
support his city will vie for space on the 
top tier. Four 18-hole golf courses and 
over 200 tennis courts are also included 
in the plan, and a supersonic jetport for 
yet-to-be-built jets will be located on 
the roof. Terai wants OCC to be no 
more thàn a one-hour commute from 
any point on the globe. 

The cost of the basic structure, 
excluding the city housed in it, will 
about ¥30 trillion, a little shy of Japan's _ 
current annual budget. Terai said rc 
cently that the technology for the pro; - 
ject “is there." The money, however, is 
not. Terai has no fears that the 46 lead- 
ing businessmen involved in the project 
will see their way to finding the neces- 
sary capital, however. “I don't expect 
subsidies or grants from the Japanese 
Government," he said. Figuring that € 1 
million will buy 3.3 n? of land on OCC 
he noted that land prices on his island 
would be “more reasonable than what 
you'd ever find in Tokyo." Currently, a 
small house on a 100-m? parcel of land, 
one hour outside Tokyo, costs about 
* 50 million. 

Dr Terai wants to complete the pro- 
ject by the turn of the century. When 
questioned about the feasibility of this, 
he gets a little touchy. *We're not doing 
this for fun at all,” he said, “It is abso- 
lutely necessary for the future of 
Japan." 
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The Chase Partnership at work. From left to riqnt Byun, Chan-Eui. Chase Korea: Lee reong-Ki Hyundai Heavy Industries Arjun K Mathrani. Chase 


Chang, Byung-Soo, Hyundai Heavy Industries: Chae, Hong-Shik, The Export-Import Bank of Kor 1d Jahn®. Won-Hyuck. Chass 
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As one of Korea's premier industrial groups, Hyundai needs 
a banking partner that can offer superior financial solutions. A 
bank with true global reach and in-depth i industry knowledge. 
But these aren't the only reasons Hyundai chose Chase. 
They recognised our strong capabilities in arrangi ng 
syndications, private placements, note purchase transactions and 
major currency and interest rate swaps. 
Capabilities which Chase and Kexim, Korea' s Export and 
-Import Bank, have used to finance the building and exporting of. 
no fewer than 23 ships for Hyundai since 1981. | 
Proof beyond doubt of the success of the Chase Partnership 
A simple but dynamic approach which enables us to serve you 
better — whatever your business. 
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Young people in China: few illusions about the fairness of the s ystem — 


BEHAVIOUR 


Generation of sceptics 


Youth in China by Beverley Hooper. Penguin Books. £3.95 (US$5.75). 


dolescence and early adulthood are 

turbulent times in  anyene’s 
lifetime. Even more so if society itself 
seems to be going through as many con- 
fusing changes. The present generation 
of young people in China, born during 
the Cultural Revolution, at school when 
the Gang of Four fell, are now entering 
adulthood at a time when the economic 
and political patterns of the past few de- 
cades are being stood on their head. 
Their older brothers and sisters may see 
today's youth as the lucky ones, spared 
the disruption and political chaos which 
blighted the lives of the “lost genera- 
tion." But the path to adulthood in 
Deng Xiaoping's China is certainly not a 
smooth one. 

Delinquency is on the increase. 
Young people who go abroad to study 
are often reluctant to return. (An esti- 
mated 10% chose to stay away, despite 
official sanctions and the lure of good 
jobs on their return.) The Chinese 
media frequently voice concern about 
youth's infatuation with "decadent" 
Western culture, and visitors to China 
are often struck by the dissatisfaction 
and restlessness of many of the young 
people they encounter. 

What, then, is going wrong for the 
youth of the 1980s? This is the central 
question addressed in Hooper's timely 
book. To understand their problems, 
their expectations and their frustra- 
tions, Hooper draws on a welter of writ- 
ten sources such as official statements 
and popular magazines. But what 
makes the book so lively and so relevant 
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is that Hooper lets young people speak 
for themselves, quoting from the many 
formal interviews and chance conversa- 
tions that the author has had over her 
long experience of living and travelling 
in China. 

The picture which emerges is one of 
a generation being promised a lot, but 
getting little. It is, however, a genera- 
tion of born sceptics, with little confi- 
dence in the ability of the system to be 
true to its own propaganda. 

The picture is bleakest in the areas of 
education and employment prospects. 
Extremely limited educational re- 
sources mean that only a tiny propor- 
tion of those who manage to complete 
high school will have the chance of a ter- 
tiary education. (Hooper estimates 5% 
of all high-school graduates get the op- 
portunity, in other words, just 1.2% of 
all young people in the relevant age 
group.) 

With an economy only in the early 
stages of diversification, job pros- 
pects are narrow, and many young peo- 
ple spend several years “waiting for em- 


*ployment” — a euphemism for un- 


employment. 

The lucky ones, who through hard 
work, intelligence, or good connec- 
tions, secure a place in a university or 
college, must then endure three or four 
rigorous years before the state allocates 
them a job. Then, once again, it is luck 
®r connections which decide where they 
will be employed. 

Young people harbour few illusions 
about the fairness of the system. They 
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are well aware of the power of connec- 
tions, guanxi, in determining their fu- 
ture, and few are ready to sacrifice their 
place in a higher education institute or 
their prospects of a good job by rocking 
the boat. 

Although the Western media's at- 
tention has been captured by the re- 
cent wave of student demonstrations, 
these isolated incidents are unlikely to 
spark any of the unrest common in 
Western campuses of the 1960s and 
1970s. With such limited options open, 
the majority of China's students are pre- 
pared to toe the line and not jeopardise 
their future. 


A more likely source of rebellion are the 
kids who get left behind by the sys- 
tem much earlier. With only a basic edu- 
cation, and destined to unemployment 
or tedious jobs, their dissent inevitably 
takes the form of delinquency. 

Hooper reports on her visits to sev- 
eral reformatories, where she talked to 
young men and women convicted of 
crimes ranging from petty theft to mur- 
der. They tell of their involvement with 
gangs, and their attempts to cash in on 
the liberalisation of the economy by 
black-market activities. 

The young women in the refor- 
matories are most often up for sex-re- 
lated offences, simply because a pre- 
marital pregnancy was what brought 
their criminal activities to the attention 
of the authorities. Their stories under- 
line the double standards which con- 
tinue to circumscribe the lives of young 
women in a society of supposed sexual 
egalitarianism. 

Hooper amplifies on this theme in 
her chapter *From Feminism to Femi- 
ninity": young women are shown to be 
losing out, their opportunities for edu- 
cation and employment severely %- 
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stricted by stereotyped ideas of their 
abilities and expectations. Gone are the 
propaganda images of female coal min- 
ers and engineers, and the image of 
women as weak, romantic and depen- 
dent creatures is again gaining cur- 
rency. 

But Youth in China does not deal sole- 
ly with the grimmer side of life for the 
young. Hooper also looks at the things 
which add sparkle to the lives of young 
people in China as in any other part of 
the world — the fads, the fashions, the 
fantasies. It is no surprise that the 
heroes of today's young people are not 
official wimps like Lei Feng, but movie 
stars and pop stars, both home-grown 
and from overseas. 

Young people are now able to in- 
dulge in buying fashionable gear, and 
they make a large market for the con- 
sumer goods which fill the shops. The 
luckier ones can purchase ghetto-blas- 
ters and motor bikes, while others 
scrimp and save to buy simpler plea- 
sures. Perfumed stockings were the re- 
cent rage in Shanghai, according to one 
young woman. 


he boom in publishing has brought 

a profusion of new magazines which 
young people devour. They carry pic- 
tures of stars and stories of the world 
outside China; they offer tips on hair- 
dressing and the latest styles; and they 
give advice on that most important as- 
pect of growing up — love, sex and the 
search for a life partner. 

Hooper draws extensively from such 
advice columns to look at the mating 
habits of young Chinese. She finds that, 
though romantic love is very much in 
vogue, when it comes to marriage more 
po concerns are foremost. With 

ousing, jobs and guanxi at such a pre- 
mium, a potential mate's qualifica- 
tions on that score will override such 
impractical things as charm or good 
looks. 

Youth is a time of decision-making, 
the time when one chooses a career, a 
partner, a future. And, as Hooper stress- 
es throughout the book, the choices 
open to China's young people are domi- 
nated by the limited accessibility of jobs 
and goods, and by the intervention of 
the state. But youth is also a time of re- 
ceptivity to new ideas, and it is young 
people who are most strongly influ- 
enced by China opening up to the 
world. Their widening horizons both in- 
crease their expectations and sharpen 
their frustrations. 

Hooper concludes that China's lead- 
ers must be prepared to relax the state's 
control over their destinies or risk losing 
completely the hearts of those who are 
China's future. And she ends on a wry 
note — if China is experiencing youth 
problems at the moment, think how 
many new problems will be in store 
when today's pent brats" of the one- 


child family reach their adolescence. 
es — Theresa Munford 
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Byword for courage 


Gurkhas by Sandro Tucci and J. P. Cross. Hamish Hamilton. £15 (US$22). 


O ne day, at a British Gurkha centre, 
photographer Sandro Tucci met a 
boy who had walked for 13 days, alone, 
to join the mythical British army. He 
came from east Nepal . . . had no clothes 
other than what he was wearing . . . 
knew nothing about anything except 
how to tend sheep or collect wood and 
water . . . To him, whether he was re- 
cruited or not, to the people of Nepal, to 
the British officers who give such a re- 
markable example of fairness, dedica- 
tion and love to their men, this book is 
intended as a small tribute. 

So says Tucci, who remembered the 
tales his parents told of southern Italy, 
of the villages without men, of the long 
and lonely wait of mothers for their 
long-lost sons; everything seemed to ac- 
quire a new meaning. There was once à 


Gurkhas on parade: old-style values. 


mystery; it had been unveiled and be- 
come a fact of life. 

The very name of Gurkha — literally 
"the defender of cows" — is a byword 
for courage and steadfastness, writes 
the Prince of Wales (Colonel-in-Chief 
of the 2nd King Edward VII's Own 
Goorkhas) in his introduction. But it is 
left to.Col John Cross, a Gurkha officer 
himself, who used to run the (British) 
Jungle Warfare School in south Malay* 
sia, to explain why the Gurkha soldier 
possesses these two sterling qualities in 
such abundance. 

Cross, with almost 40 years of mili- 
tary service in Asia and nine Asian lan- 
guages under his belt, is the man for the 
job: at the moment he is still in Nepal — 
Britain’s oldest ally in Asia — as a ree 
search linguist at the Tribhuan Univer- 
sity in Kathmandu. 

The image of the invincible and 





cheery soldier is a very real, dear mem- 
ory to anyone who has ever fought 
alongside the Gurkhas: off duty they 
have always been welcomed in British 
army canteens (rio other Asians were) 
to share the same interests in sport, 
drinking (rum in their case) and pretty 
women. But, says Cross, it is thgir 
built-in capacity ‘to survive that sets 
Gurkhas apart frem soldiers drawn 
from ethnic groups in any other part of 
the world. 

Growing up in one of the villages 
hanging precariously along the ridges of 
the Himalayan foothills at heights of up 
to 8,000 ft above sea level, the children 
in only a few rags, and savaged by chill 
winds, subsist on grazing cattle and 
carrying water up the deep gorges cut 
into the valleys. Food is the first es- 
sential, firewood and water 
are the next: after that comes ` 
the desperate need for pro- 
tection against illness. But, 
according to Cross, depriva- 
tion, hardship and grind- 
ing poverty do not rob the 
Gurkha of the finest strains of 
his character: his optimism, 
his openness and, above all, 
his abiding pride in his roots 
and identity remain untar- 
nished. He remains to the 
end a Gurkha: tough, proud 
and resourceful. And — let's 
get this right once and for all 
— if a Gurkha draws his kukri 
(curved knife) he does not 
have to draw blood with it, 
nor can the weapon be used 
as a boomerang. 

The Gurkha, says Cross, 
sees the British and all that a 
military life means as one way 
of improving himself in a re- 
lationship where merit counts and trust 
is paramount. à 

The British in turn see the Gurkha as 
epitomising the type of soldier they 
most require, symbolising the con- 
tinuity of old-style values and contem- 
porary adaptability. So, to fake just a 
pair of examples, do other Asian rulers. 
Singapore's Prime Minister Lee Kuan 
Yew and the Sultan of Brunei have pri- 
vate Gurkha security forces around 
them. ° 

Here in Tucci's superb photographs 
are Gurkhas at play, as youngsters in 
the recruiting line, at war and as much- 
bemedalled senior citizens sitting in the 
Himalayan sunshine. These are the 
magnificent Gurkhas today. What hap- 
pens to them when Hongkong will no 
longer be available as a foreign posting 
for them, remains to be seen. 

— Donald Wise 
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A guide to doing business 


The re-opening of China to foreign trade 
agd investment has demolished the last 
major bastion to Western trade, opening up 
the world's largest potential market. 


As Huan Xiang, a member of the Standing 
Committee of the People's Congress and 
adviser to the Chinese Academy for Social 
Sciences, explained at a conference in Bei- 
jing in May 1985: 


"The policy of opening up to the outside 


$ world has become a long-term fundamental 
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policy of the government. The government 
first made a decision to adopt special policies 
and flexible measures regarding Guang- 
dong and Fujian Provinces, and later estab- 
lished the four Special Economic Zones, 
Shenzhen, Zhuhai, Shantou and Ziamen, 
opened up the 14 coastal cities and Hainan 
Island, actively enlarged the scale of external 
economic and technical exchanges and co- 
operation, and actively utilised foreign capi- 
tal and made efforts to attract foreign enter- 
prises to China to set up joint ventures, 
cooperative production projects and all- 
foreign-owned firms. " 


In 1984, the 14 coastal cities alone signed 
over 400 agreements on utilising direct 
foreign investment and nearly 1,000 aaree- 
ments on taking loans from foreign entities 
for effecting technical transformation, with 
the total amount of foreign capital used con- 
stituting 1.5 times the total direct investment 
of the previous five years, and 2.5 times the 
total of leans. 


This book explains how to do business 
with China by taking advantage of these 
new opportunities. It discusses the 
country's economic performance and po- 
tential, the economic geography of the 
country, the political system, the role, 
volume and channels of doing foreign 


business, the forms of doing business 
and the legal, regulatory and tax environ- 
ment. 


It also provides practical information on 
the many do’s and dont's through the use 
of enlightening case histories. 
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By Jose Galang in Manila 
$ n contrast to the astonishing speed 
| Wwith which it gained political power 
| th rough a nearly bloodless revolt, the 
| new government of Philippine Presi- 
| dent Corazon Aquino faces a painfully 
| long battle against the nation's econo- 
| mic ills to achieve its goal of improving 
| Filipinos’ standard of living. 
|" Aquino inherited an economy that 
| has shrunk by nearly 10% during the 
| E En two years and is expected to con- 
act again this year — in part because of 
| M avy spending during the final weeks 
A of the Marcos regime. Economists see 
no growth until 1987. But the Aquino 
government, unlike its predesessor, en- 
joys awesome popular support — at 
D. for now. Depending on how fast 
- the new officials can weave through the 
| bureaucratic maze, that support could 
| bea major factor in the new govern- 
| ment's efforts to pull the country out of 
the economic quagmire. 
_ The buoyant mood over the coun- 
ry’ s economic prospects is shared by 
m ost of its key trading partners. The US 
anc Japan are already pledging substan- 
| tial increases in official development 
| aid:each of these countries accounts for 
| p 30% of the Philippines’ external 
ade 
The new government is committed 
| 'to scaling back the government's role in 
E. many fields. More than 300 state corpo- 
| rations were set up during the 20 years 
| of Marcos rule, effectively shoving the 
| private sector to the side and, according 
| fad many businessmen, stifling entrep- 
reneurship. Many government enter- 
| prises are being readied for possible 
| op ivatisation. 
|: . Business is ready to move fast and it 
re <nows where it wants to go, since it has 
| spent much of its time in the past five 
years discussing the ills of the Marcos 
| administration and what it would do if it 
M: could. Many private-sector proposals 
| - fell on deaf ears during those years. 
| In 1982, officers of the country's top 
| private enterprises organised the 
| Makati Business Club, a think-tank 
ES which took often-critical positions on 
| m 'any of the Marcos government's eco- 
nomic programmes. Key economic 
| | policymakers. named so far to the new 
| ZU. quino cabinet include prominent 
= members of the business club, Jaime 
| Ongpin (finance minister) and Jose 
E m (trade and industry minis- 
ter 
ip ^ With the political climate stabilising, 


=| a brighter investment climate has 
a UE merged: Some Fine businessmen 


CoA: Ondbin: longt battle ahead. 


who had preferred to stay out of the 
country after the declaration of martial 
law by Marcos in 1972 (subsequently 
lifted in 1981) have started returning. 
Most are testing the investment waters 
in agriculture and food-processing. 

The new government has begun with 
the more immediate steps needed to 
stabilise the economy. To stave off a re- 
turn to double-digit inflation, the Cen- 
tral Bank of the Philippines has begun 





issuing high-yielding debt instruments 
to sop up some of the excess liquidity in 
the financial system caused by the heavy 
election spending of a desperate Marcos 
administration. 

(Jose Fernandez, the central bank 
governor, has been retained — possibly 
to maintain the country’s links with the 
international financial community. He 
and former prime minister Cesar Virata 
saw through the tough negotiations on 
the country’s debts from January 1984 
— when the Philippines was lowly re- 
garded because of a scandal arising from 
an overstatement of its foreign re- 
serves.) 


Toms inflation and keeping money 
supply at certain levels are essential 
for continued support from the coun- 
try's foreign lenders. The IMF has ex- 
tended a standby credit facility of 655 
million special drawing rights (SDRs, 

worth US$710.8 million) under an agree-e 
ment that gives the fund considerable 
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Ther new Philippine Govemment picks up the pieces left by Marcos. 


Enter Cory capitalism — 


say over the conditio s economic policies. 

The country must submit to quar- 
terly comparisons of its economic per- 
formance against key targets. Favqur- 
able findings by IMF teams are required 
for drawdowns agaenst the facility. The 
drawdowns also. serve as triggers for 
separate credit releases from the coun- 
try's 483 foreign bank-creditors. 

During the two-month campaign 
leading up to the 7 February election, 
the Marcos government 
added some P9.8 billion 
(US$445.5 million) to the 
M1 money supply (defined 
in the Philippines as cur- 
rency in circulation, plu: 
banks' reserve balances 
with the central bank, less 
cash in the Treasury vault), 
bringing total M1 to P41.5 
billion. In the two weeks 
after the election, another 
P2.8 billion was released by 
the government to coun- 
teract the effects of a civil- 
disobedience campaign 
launched by Aquino to pro- 
test the election fraud. 

The sudden liquidity ex- 
pansion threatened the 
country's programme with 
the IMF. A review of the 
fourth-quarter. perform- 
ance, on which the release 
of the final SDR 212 million 
from the fund and US$350 
million from the banks are 
dependent, had to be delayed because 
of the uncertainty at the time. 

The victory of the rebellion that 
brought Aquino to power and. forced, 
Marcos to flee the country (REVIEW, 6° 
Mar.) has eased these uncertainties. In 
the week after her inauguration and 
subsequent üpnohgcoreni. of some eco- 
nomic policymakers in her cabinet, 
some of the cash stuffed dá er mattres- 
ses flowed back to banks, bringing down 
M1 to some P40.5 billion by the begin- 
ning of March. 

The liquidity-tightening operations, 
which pushed bank lending rates sto 
some 30-35%, will keep manufacturing 











activity depressed for some time. 


While rates stay at current levels, many 
industries will again suffer — as in 1984 
when the central bank retrieved the 
cash which had flowed in that year's 
national assembly elections. But if in- 
E does not rise much above the 

9% year-on-year gain in January, the 


conta bank gaye be ^oi down its in- 
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terest rates again, possibly next month. 

The IMF review, on the other hand, 
is expected to resume by mid-month, 
with the government expected to seek 
an upward adjustment in its money-sup- 
ply ceiling (of P37.4 billion for end- 
March) and that for net international re- 
serves. Also, with the current squeeze 
on its international transactions — in- 
terest payments alone on the country's 
foreign debt of US$25.6 billion eat up 
nearly half of its export revenues — the 
Philippines appears likely to seek 
anpther standby-credit agreement with 
the IMF after the current deal expires in 
mid-year. . 

In coming months, the government 
is expected to give top priority to ag- 
riculture, on which around 70% of the 
country’s 55 million people’ depend. 
Growth in the sector, according to the 
new government, has been stifled by 
monopolies created during Marcos’ 20- 
year rule. These monopolies were 
headed by Marcos cronies Eduardo 
Cojuangco (in the case of coconuts) and 
Roberto Benedicto (sugar). Interests 
with close ties with Marcos’ wife Imelda 
were in control of the grain trade. 

A World Bank-funded programme 
begun last year is expected to exert 
heavy influence on administration of 
the sector under Agriculture Minister 
Ramon Mitra (himself a veteran cattle- 
ranch owner). The programme calls for 
dismantling of the monopolies, to 
achieve higher productivity and produc- 
tion levels through higher exports and 
import-substitution in agricultural pro- 
ducts; self-sufficiency in basic foods; 
raising and stabilising farmers’ in- 
comes, and making land usage more ef- 
ficient. 





gribusiness is expected to attract 

new investments, especially with the 
newly enacted Agriculture Incentives 
Law. That legislation, one of Marcos’ 
last official acts, has been keenly 
awaited by the business sector since 
mid-1985 but was delayed by politi- 
cal wrangling in parliament. Even mul- 
tinationals operating in the Philippines 
have expressed interest in making in- 
vestments under the programme. 

There may be no dramatic growth in 
exports this year, despite a devaluation 
of the peso by some 8% from last year's 
average level, owing to the continued 
weakness of world commodity prices. 
Even the country's newer export sec- 
tors, such as semiconductors and gar- 
ments, have been hurt by the glut in in- 
ternational markets. 

But the problems may provide an op- 
portunity for the new government to 
correct basic defects in the country's 
trade profile. For decades, the Philip- 
pines has relied on a narrow base of 
commodity exports (sugar, coconuts, 
copper and forest products). But {otal 
earnings from these have remained at 
some US$1.8 billion a year since the 
1970s, indicating that the traditional in- 
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dustries have not grown in line with the 
demands of the economy. The new gov- 
ernment thus faces the challenge of de- 
veloping new industries to create an ef- 
fective export programme. 

Concepcion has disclosed plans to 
give equal emphasis to domestic trade, 
in hopes of creating more jobs and in- 
creasing the use of local raw materials. 
Such plans could help develop more 
small and medium-sized rural indus- 
tries. This programme is in line with 
many previous calls for the develop- 
ment of a strong domestic-market base 
on which the competitiveness of the 
country's export industries may be es- 
tablished. 

On the finance side, Ongpin wants to 
trim spending rather than increasing 
taxes. Tax rates may even be reduced if 





To market, to market 


Confident speculators surge back into equities 


Cen in the 
new Aquino gov- 
ernment was signalled 
by investors who 
poured millions of 
pesos into the stock- 
market. Extraordinar- 
ily heavy volumes were 
recorded in commer- 
cial-industrial and 
mining favourites. 

The value of trans- 
actions on both the 
Manila and Makati ex- 
changes, which had s 
been averaging only 
about P2 million a day 
in the past five years, 
shot up to some P35 
million on 27 Feb- 
ruary. The surge saw 





Makati Stock Exchange: boom trading. E "ww | 


- 


they are found to be a disincentive to in- 
vestors. He also favours an emphasis on 
agriculture, rather than big industrial 
projects — a turnaround from the Mar- 
cos government, which pursued 11 big 
industrial projects funded by loans. The 
crunch on international credit in the 
early 1980s forced most of these pro- 
jects to be shelved. 

Ongpin, who until his appointment 
to the Aquino cabinet was head of gold- 
and copper-mining firm Benguet Corp., 
will follow Aquino's declaration during 
her campaign that foreign equity is wel- 
come, but only where Filipino capital is 
inadequate. Marcos is remembered for 
opening up the Philippine economy to 
foreign investors shortly after declaring 
martial law in 1972, a move which in- 
furiated nationalists. u 
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price increases hitting the 40% ceiling set by the exchanges on single-day 


movements. 


Total value of transactions during the four trading days following the instal- e 
lation of the new government reached P143 million, 64% above the total _ 
amount recorded in the whole of January 1986 and equal to 7% of turnover for 


all of 1985. p 


Investors flocked to buy five blue chips: San Miguel, Philippine Long Dis- 
tance Telephone (PLDT), Philex, Globe Mackay and Lepanto. San Miguel A  - 
shares, which fell to P11.50 at the start of the boycott campaign launched by 
Aquino on 17 February in protest against election fraud, closed at P21.75 0n _ 


3 March. PLDT and Globe Mackay both closed at new record highs. 
The renewed interest in Philippine equities was also noted in New York, 
where the strong advance in recent weeks largely bypassed the three Philip- 


pine shares listed. During the four-day period, Benguet, Atlas Consolidated 
an 


PLDT all rose strongly, with PLDT the star performer as it gained 65% to 
4.75 US cents. | 


The Philippine stockmarket has been declared “dead” since 1981 owingto — 


poor economic fundamentals and low confidence in the business sector. Al- 
though the economic problems cannot be solved overnight, according to brok- 


ers, investors who have been on the sidelines waiting for opportunities for 
short-term gains, have come back to the market. However, portfolio investors — 
holding the sizable funds that may help develop the local capital market intoa — 


source of truly productive long-term investments have yet to reappear. 
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hilip Bowring in Hongkong 

ngkong's outgoing Financial Sec- | 
retary Sir John Bremridge can 
e happy. The governments fi- 


r three. years of unaccustomed de- 
its, and the tax changes announced in 
26 February budget for the 1986-87 
scal vear (ending 31 March) are suffi- 
iently mild and modest to ensure that 
€ leaves wrapped in an aura of amiabil- 


However, he also leaves with suspi- 
$ that over-reaction to the 1982-83 
k to the government's finances may 
ave sacrificed the economy to the de- 


ertainty that at a time when the em- 
is has been on shortage of re- 
ces, huge sums of public money 
Puen Spent tryin per without much 




































es paneuniced two years ago to 
ring within profits tax the offshore-in- 


some firms and accountants who argued 
that it was driving business away by ef- 
1 ectively changing the territorial-source 
jasis of Hongkong's tax system — that 
nly profits arising from the carrying on 
f business in the territory be taxed. 
Bremridge continues to argue that in 
ie age of electronic offshore banking, 
the. traditional "provision-of-credit" 
t traditionally used to determine tax- 
bility. is inappropriate. But while not 
nitting to being wrong in theory, he 
idmitted the impractability of his at- 
apt. This retreat, which will cost 
HK$200 million (US$25.6 mil- 
n revenue, will not, however, end 
rgument on the subject. 

ax experts are waiting to see exactly 
legal changes will be phrased. And 





g to taxation (introduced in 1978) 
profits on banking transactions ar- 
ged out of Hongkong but booked 
shore. These could multiply if the 
ision-of-credit test is to be put in 
uestion. 

Meanwhile, the government. is going 
'ad with a modified version of legisla- 
| to. stop what are regarded as artifi- 
ax-avoidance devices. The first at- 
t produced an uproar that the In- 
d Revenue was being given sweeping 
arbitary powers. It. remains to be seen 
whether the new version will halt the 


a a more. in tax fic ai à la 





nces are offically back in the black 


to appear fiscally responsible. And 


terest income of local companies. This. 
ad led to much unhappiness among 


€ are still many unresolved cases re- 


eling that: ‘Hongkong ds. drifting. to- - 


Í 


from. TI 


jovernment t underspending hurts Hongkong's growth 


Otherwise, Bremridge's measures 
are limited to some marginal salaries- 


tax concessions costing HK$180 mil- 


lion, additional fuel and tobacco taxes, 
and increases in assorted fees and 
charges. The net effect of all the 
changes is a modest HK $40 million re- 
venue loss. After the changes, recurrent 
revenue is forecast to grow by 7.9% to 
HK$38.2 billion, less than half the 
growth in the current year, which has 
been boosted by both tax increases and 
improved profits. 

Meanwhile, recurrent-spending 
growth is expected to slow down to 10% 
Vhile Bremridge has been 
quite successsful in bringing overall gov- 





 ernment spending under control and the 
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accounts into balance, and reducing the 
government's share of gross domestic 


1886 


product, he has done so through in- 
creasing recurrent revenue and slashing | 
capital spending rather than cutting into 
recurrent spending's share of GDP. 
Even though the government has tried 
very hard to hold down the size of the 


civil service, recurrent spending last 
year rose 15. 9% compared with a nomi- 
nal GDP growth of 6%, and for the 
coming fiscal year the forecast is for 


10% growth against a 9% nominal gain 
in GDP. 


Ove Bremridge is forecasting a 
surplus of HK$348 million against 
one of HK$98 million in 1985-86 and 
cumulative deficits in the previous three 
years of HK$7 billion. But the fig- 

ures are highly misleading. The biggest | 
anomaly derives from the Capital. 
Works Reserve Fund (CWRF). This 


was set up in 1982 supposedly to even 


out year-to-year fluctuations in income 


and expenditure on major. capital- 
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lion, not originall 


je a has 1 not t been. established. Or,; 


But by 


‘works. HK$5. 8 billi ich all abe 
HK$500 million consists of unspent al 


locations for capital. spending over the 
past four years.. 
Last year, fore example. unspent allo- 


cations to this and. other capital funds. | 


totalled HK$1.7.billion, even after the 
spending of an. dditional HK$1.7 bil- 
budgeted, on ex- 
panding the equity base of the debt-bur- 
dened Mass Transit Railway Corp. 
(MTRC). Between them, the CWRF 


balances and MTRC equity add up jo 








more than the total of the government's. 


supposed post-1982 deficits. Although. 
they partly derive from the recovery in. 
the past year of notoriously erratic land- 
sales. revenue, .underspending of al- 
ready-reduced. capital budgets is the 
main cause. — « 

This squirrel mentality has had seri- 
ous consequences for overall growth 
and for the construction industry: Gov- 


ernment construction fell a dramatic | 
17% in real terms in 1985 after a 5% fall: 


in 1984 and near-zero growth in 1983 
At the same time, the MTRC was also: 


rapidly winding down its capital-spend-.. | - 


ing programme. So much 
then, for claims 
the CWRF is used for 
"smoothing. out year-to- 
year fluctuations.” Al- 
though the government has 
-blamed.the fall in domes- 


| (HKS bn) 


GDP performance, 
said not a word about 
the contribution 


of 22%. in public construc-. 
tion. 


a result of an undoubtedly 
successful effort to reduce: 
the public sector's share in 


16%. However, reducing 
spending need not result in accumulat- 
ing surpluses. 

The other side of Bremridge’s work 
on the public finances has been sharp in- 
creases in taxes, direct as well as indi- 
rect, and much more aggressive collec- 
tion. This has been at a time when other 
countries have been tending to reduce 
direct-tax rates. Singapore, for exam-. 
ple, where effective (rather than nomi- , 
nal) tax rates have never been as high as: 
Hongkong has liked to assume, intends. 


to slash profits tax from 40% to 30%. 


and reducing that on earnings from 
offshore services to 10% — all in addi- 
tion to existing tax breaks for fa- 
voured industries. The question then 
arises whether business and investment 


in Hongkong have been or will be af- 


fected by unnecessary imposts to ac- 
cumujate additional. surpluses whose. 


that. 


tic exports for 1985's poor- 
jt has. 


to low. 
growth of an overall fall. 


. The underspending Was 


GDP from more than 1975. 
three years ago to around 
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; dti 1986- 87, Hongkong 
0 get about HK$2 billion from 
, while some HK$1.4 billion | 
- should accrue to the account of the post- 
.1997, special administrative region 
| (SAR) government. At that rate, plus 
interest "by 1997, the SAR will have 
 HK$25 billion in its land account alone: 

As this government will inherit also the 
existing government's fiscal reserves. 
- (currently HK$15 billion, excluding the 
balances in the capital funds) and the ac- 
cumulated surplus of the Exchange 
Fund (an unknown quantity but 
. measurable in billions), continuation of 
. inordinate fiscal conservatism will pre- 



























sent China with an egg which it may find | 
too big not to eat itself. 


Mete China is set to benefit 
from a quite improper use of the 
Exchang £ Fund. Already depleted by 
the HK$2,billion Overseas Trust Bank 
rescue — à matter not mentioned in the 
budget — the fund is apparently to be- 
used to give a partial guarantee to the 
China International Trust and Invest- 
ment Corp.'s promised rescue of the fi- 
rtancially troubled Ka Wah Bank. 

Any similar deal putting public funds 
at risk for the sake of an ordinary, pri- 
. vate company would cause an outcry 
~ among other banks, let alone the public. 
But special deals for China have been all 
too frequent in recent years, notably 
| and for the Bank of China and a 
illar rescue for China and its. 










culative land transaction. 
0 believe that Bremridge, . 
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who i as generally been a pragma- 
and successful financial secretary 


>| during a difficult period, favoured such 
| handouts. They | 
jé even more ode. IE 
S Now, the UU | 


ave the hallmark of 
some of his senior official colleagues 
who lack expérience of business and 
economic affairs but are not wanting 
in enthusiasm for trving to please Pe- 
| king. | | 
Hongkong’s GDP growth in real 
terms last year was a mére 0.876, ac- 
cording to the latest estimate. The fig- 
ure came as something of an unpleasant 
surprise to many because as late as Sep- 
tember, Bremridge was predicting 4%. 
However, given the 5% decline in 
domestic exports — which were at bot- 


tom in the second and third quarters — 


the surprise was barely warranted 


(REVIEW, 17 Oct. '85). 


"The only additional bad news from 
the fourth quarter was the slowdown in 
re- export growth, though for the year as 

a whole it was still a healthy 24%. Ex- 
ports of services slowed to 3.6%. 

Apart from domestic exports, the 
weakest spot was investment, down 3% 
overall. The public sector was the main 


culprit, but private investment in plant 


and machinery was also disappointing. 


Poor overall GDP performance (the | 


worst since. 1975) was for most hidden 
by a rise of some 3% in 
real incomes, attributable 
to gains in the terms of 
trade due to falling com- 
modity prices and the 
weakness of renminbi. 
This enabled real wages to 
grow and helped bring 
about a 5% growth in pri- 
vate consumption. 

For 1986, the govern- 
ment is forecasting a bet- 
ter, but still below aver- 
age, 5% GDP gain but ex- 
pects terms.of trade to be 
ess favourable. It does, 
however, look forward to 
growth being- exported, predicting a 
rise of 8% in domestic exports as de- 


mand responds to the drastically weak- - 


ened Hongkong dollar and faster growth, 
and some restocking in the US and 
Europe. | 

The big worry this year is China, now 


a major market: It has been hurt by a | 
huge trade deficit and falling oil prices, 


and sales are expected to fall 7%. The 
Qutcome could be worse. So too could 
re-export performance, which is heavily 
dependent on China. However, a fore- 
cast of a 2% growth in sales to Japan, 
following a 12% decline in 1985, looks 
conservative given the steep rise of the 
yen. 

With net service earnings put at 
HKS516 billlion, there should be no diffi- 
eulty in maintaining massive capital out- 
flow and a stable (vs the US dollar) cur- 
rency. However, recent decline against 
other currencies is expected to give a 
small boost to the inflation rate. 





nsible former business- |. 


| sector enterprises is also not measu 


















India decides against : 
politically painful oS 








By Mohan Ram in New D 


hile trying to mäi 
of the 1985-90 S 
India's budget for 1986-8; 
on 1 April) shies away from 
tions. Since new taxes would 
cally more volatile than an unct 
deficit (which means recourse - 
printing press), the budget keeps ne 
taxes to a minimum and provides foi 
heavy dose of deficit financing. But. 
the process, it compromises the gove 
ment's resolve to finance the plan W 
out fuelling inflation. ^ 
An official survey of the econon 
claims that the current year saw a “ 
cessful” start to the Seventh Plan. Gi 
national product is estimated to ha 
risen 4.5-5% against the 3.7% of 19 
85, which takes 1985-86 growth close ti 
the 5% annual rate target. for. he 
Seventh Plan. 
Government finances, howeti 
came under severe pressure despite 
buoyancy in tax revenues. The 1985-86 
budget initiated a reform of the direct 
tax system, with rates lowered in hop 
of better tax compliance. There was als 
stricter enforcement. The revised es 
mates show an increase of Rs 24.76 bil 
lion (US$2 billion), which is 21% high 
than last year’s receipts and 10% abov 
budget estimates. The declining trend 
the ratio of direct taxes to GNP wasr 
versed as well. 
But the burden of non-plan spendin: 
grew: interest payments, defence, : 
sidies and disaster assistance to sta 
Food and fertiliser subsidies have ne 
reached Rs 37 billion — an annual i 
crease of more than 40% in the p: 
three years. At present rates of growt 
these subsidies would exceed Rs 410b 
lion for the Seventh Plan. 
The internal generation of publ 























































































up to financing a plan of the size need 
to achieve the 5% average am 
growth-rate target. The plan visual 
that 53% of the federal-level - 
spending will come from these ent 
prises and the rest through the bu i 
In the first year of the plan, the bud; 
had to finance 66% of the federal p 
Higher tax revenues were more th 
offset by increased subsidies and assi 
ance to the states, so the higher-tha 
expected budgetary s d to the pl 
had to come from additional domes 
borrowings and higher deficit financin 

The budget had provided for a defi 
of Rs 33.16 billion — but it came ina 
44.9 billion. However, Finance Min 
Vishwanath Pratap Singh thinkst 

















ficit was absorbed by the economy with- 
out unduly apgravating overall liquid- 
ity. In framing the 1986-87 budget, 
Singh's priority was to provide 
adequately for the plan. Of the pro- 
posed total outlay of Rs 1.8 trillion (at 
1984-85 prices), Rs 955.34 billion is ear- 
marked for the federal plan. 

A few weeks before the budget 
: when Singh complained of lack of re- 
.Sources, members of the ruling party 
- suggested a 5% cut in spending for the 
' second year of the plan. The budget, as 
dt turns out, tries to keep the momentum 
of investment in the core public sector 
and accelerates anti-poverty spending. 
The budget allocates Rs 209.95 ids 
_ dion for the 1986-87 part of the plan — 
"massive increase of 20.5% from the 
budget estimates for 1985-86. The bud 
- get support remains high at 61%. Coal 
- power, railways, petroleum and surface 
-transport (which constitute the core 
" e sector) get Rs 108 billion, against 
s 87.51 billion in the current year. 
There is a quantum jump in the allo- 
cations for poverty-alleviation pro- 
rammes: Rs 18.5 billion compared to 
Rs 12.4 billion in 1985-86. The alloca- - 
-tion for defence is up by 11%. And, re- 
flecting the increase in borrowings and 
mall-savings mobilisation for develop- 
ment, interest payments will also in- 
crease to Rs 87.5 billion from Rs 74 bil- 
ion in 1985-86. 
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he budget offers further concessions 
WM to salaried workers and the self-em- 
ployed. The capital-gains tax has been 
ationalised and the gift-tax burden re- 
uced, while the surtax on corporate in- 
ome has been scrapped. The additional 
ét from direct taxes is only Rs 2.1 bil- 
lion, against Rs 4.88 billion in the cur- 
rent year. 
. Inthe area of indirect taxation, a be- 
ginning has been made with a modified 
value-added tax to mitigate the cascad- 
ing effect of excise duties on prices. 
"Manufacturers will now get full, im- 
mediate reimbursement of excise duty 
aid on components and raw materials, 
ut excise duty will be payable on the 
d product. 
; Of the total expenditure of Rs 528.62 
illion, taxes account for 50% , non-tax 
evenue 11%, internal borrowings 
14%, external borrowings 595, other 
apital receipts 14% — with the deficit 
t 6%. 
© Thus the budget provides for a de- 
ficit of Rs 36.5 billion, which — though 
lower than the revised 1985-86 deficit — 
s higher than the original provision. 
And there is no certainty that the deficit 
will be contained at this level. Together 
with the price rise likely to result from 
the increase in administered prices 
(especially of oil products), the 6% de- 
ficit may exert pressure on prices over- 
all. The Seventh Plan had assumed total 
deficit financing of Rs 140 billion, but 
% Mae than half that has accumulated in 
| just two years. 
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It pays to address yourself proper 


(Good offices are good for business. Especially when 
they're located at the heart of the business district. 

And you won't find a better range of offices, or a 
better choice of locations than those offered by 
Hongkong Land Property. 

You only have to look at the tenants. Banks and 
financial houses. Airlines and shipping companies. 
Doctors and lawyers. 

And companies with international reputations who 
occupy only the best possible premises in every city in 
which they do business. l 

in Hong Kong that means a Hongkong Land Property 
building. Because Hongkong Land Property is one of the 
world's biggest landlords. A position achieved by offering 
only the best buildings, in the best addresses with the best 
property management and value for money. 

And as every top businessman knows, in the long 
run, it pays to address yourself properly. 


* For further information, 
please contact: The Office Leasing Team, tel: 5-8428389. 


Hongkong Land 
Property 
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... plus the Asia Yearbook 


Make the Asia Yearbook part of your Review 
subscription. Simply tick the relevant space in 
the coupon below and automatically receive the 
Yearbook. It gives you Asia minus the mystery. 
Minus the myth. A country-by-country survey of 
Asia. Everything from Finances & Currencies to 
Politics and Social Affairs. The only single 
medium of its kind. 


Rate: Soft cover US$21.95 or HK$170 (or 
the equivalent in local currency). Add the 
Yearbook cost to your subscription rate shown 
above, and send the total, with the completed 
coupon. 


Cer ee Se SH 


| Please enter my subscription for 
O 3 months 
| 6 months 
) 1year 


| | Please include the Yearbook at extra 
| US$21.95/HK$170. For airmail delivery, 
please add: USS6/HKS45 


Payment of is enclosed | 
| CO ea o A: MM cu | 
| Address | 





Country 
| O Jetspeeded O Surface mail 
| Cheque payable to Far Eastern Economic Review enclosed 
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Nixdorf helps shopper 





p airport duty-free shops, long Jines 
result in short sales, and the loss 
of profitable last-minute impulse pur- 
chases. Although passengers are 
anxious to Save money on souvenirs 
and gifts, they’re not willing to miss an 
international flight to do so. 

There was a time when all kinds of 


retailers had no control over the lines at : 


the cash register. . 
But that time was before Nixdorf 

created the EPOS retail computer 

terminal. Which, by the way, doesn't 


just shorten lines. It solves all sorts 
retailing problems, and provides so 
utions which create more sales and 
more profit on those sales. 

The Nixdorf EPOS system has fou 
application all over the world, from 
supermarkets to warehouses, textil 
mills and point-of-sale retailing. 

The terminal provides the store 
manager with all the information he 
she needs to make the basic retailir 
decisions — what to stock, how muc 
space to allocate to it, and how mu: 


ake off before their plane does 


ofit can be expected on a per-square- 
t basis. The computer tells the store 
en stocks are getting low and cus- 
mers can find full shelves instead of 
pty ones, so they don't have to play 
le-and-seek with the products they 
int to purchase. 

And when they select the product 

»y want, it is fresher, and not shelf- , 
rn, because the computer prevents 
er-ordering slow-moving items. 
Finally, the Nixdorf EPOS system 
vides customers with itemized sales 


slips, so there’s no question about what 
they bought, or how much they paid for 
it. The effect of all of these things on the 
bottom line of a retail operation can be 
amazing. 

Which is why we brought it up in the 
first place. 

Nixdorf Computer (S) Pte. Ltd. 
Regional Office Asia Pacific 
4+ 07-01 NOL Building 
456 Alexandra Road 
Singapore 0511 — Tel.: 2741100 
Telex: RS 55700 NIXREG 
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Australia, Tel. (02) 4 39 54 77; Hong Kong, Tel. (05) 20 22 22 
Indonesia, Tel. (021) 3 80 09 00; Japan, Tel. (03) 4 40 03 51 
Korea, Tel. (02) 7 35 01 31; Malaysia, Tel. (03) 6 26 03 62 
New Zealand, Tel. (09) 39 98 66; Singapore, Tel. 2 74 11 00 
Sri Lanka, Tel. (01) 57 55 45; Thailand, Tel. (02) 2 36 72 93 


NIXDORF 
COMPUTER 


GUESTS AT HONG KONGS 
NEW HOTELVICTORIA 
LOOK DOWN ON 
EVERYWHERE ELSE. 





here's a new hotel in Hong Kong that starts 
twenty-five floors above the ground. 

At harbour's edge in Central, with spectacular 
views from every side, The Hotel Victoria takes 
Hong Kong's famous hotel-keeping to magnificent 
new heights. 

Harbour views are available in over 
threequarters of the rooms, and book- 
ing choice includes fifty-six corner 
suites, plus eight penthouse suites with 
roof garden balconies. 

Luxuriously furnished, and includ- 
ing a special over-sized and business- 
like desk in most rooms, The Hotel 
Victoria also offers several fine restau- 
rants, two tennis courts, and an 
outdoor pool. 

Very __Veryhighlivingindeed. ig living indeed. 


AFVICTORIA 


HOTELVICTORIA- THE VIEW FROM THE TOP 









Managed by New World Hotels International 


Shun Tak Centre, Connaught Road, Central, Hong Kong. 
, i Tel: 5-407228 Tlx: 86608 HTLVT HX 

Reicoredionk New World Hotels International Telex: 51878 NWHIL HX 
Utell International World-Wide 





WWF Kojo Tanaka BCL 


‘Lhe 
Giant Panda 


needs your help 
to survive 


(QQuEE every eighty to a hundred years the 
bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
that's bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 


But that's just one of the problems facing the 
Panda. 


To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites — all these 
factors and many more which threaten its 
survival. 

Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWE and the 
People’s Republic of China. 

WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves - Wolong Natural Reserve in 
Sichuan Province. 

A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. * 

The Giant Panda is an endangered animal. 
It is also the symbol of WWF’s worldwide 
conservation efforts to save life on earth. 


But WWE needs money - your money. 


Please send contributions to the WW F 
National Organisation in your country or direct to: 
WWF International, 1196 Gland, 

Switzerland. 


WWF WORLD WILDLIFE FUND 


WWF acknowledges the donation of this space by 
Far Eastern Economic Review. 
Advertisement prepared as a public service by Ogilvy & Mather. 












.K.Unit Trust 


Perpetual's the top performer 


... Perpetual takes The Observer's 1985 TM Trust Managers 
of the Year award. A richly deserved award. Its investment 
team - chairman Martyn Arbib, Bob Yerbury, Scott 
McGlashan and Martin Rasch - have been MEHR 


performance plums well for many ye 


84 
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International Growth Fund 


In the eleversyears since launching the 


Group's first unit trust in the United Kingdom, 


Perpetual has earned an enviable 

reputation 

forconsistent (ternational Growth Fund 
investment 
SI ccess. 
Thetop 
authorised 


£23,420 

up 
! | 2,242% 
fund over the £10,000 
eleven year | 
period to £5, ü 
3lst December 
1985. ide il 

aaa 


Pei 30th September 
lth Sept 3lst D 


£20,000 


£15,000 





N.B. All figures as at3IsiDecember 1985. Figures are based on offer price of units and include net re-invested income. Offshore funds are quoted in U.S. Dollars 
You should remember that the price of units can go down as well as up and that past performance is not a guarantee of future success 
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FINANCIAL TIMES 74th Dec '85 
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Managers of the year. ' 


Unit Trust Managers of the year | 

.. Over the year, every single Perpetual Fund has moved into 
the black...Over the last 12 months, the Perpetual Funds have 
produced an average weighted performance of 27.7 percent... 


* MONEY MAGAZINE Dec '85 
Whois best of the biggest unit Managers? 


.. awards for consistency to Perpetual...forachieving a place 
in the top five for all the years shown. (One year, two years, 
three years, four years, five years and ten years.) 





Daily Telegraph 13th July '85 


— oe AX — 
Please send me details (on the terms of which alone all 
applications will be considered) i 
Please tick box 
C] Offshore Growth Fund LJ Offshore American Fund 
O Offshore Emerging Companies Fund i 


The Offshore Growth Fund 


Is an international unit trust based on the same 
immensely successful investment philosophy 
as the U.K. based International Growth Fund. 
Launched on the 23rd January 1983, the Fund 
invests in a wide spread of leading companies 
from the world's principal stock markets. 


Io: 
Perpetual Unit Trust Managment (Jersey) 


Limited, PO Box 459, Norwich Union House. XE 
Church Street, St. Helier, Jersey, E 
Channel Islands. = 


i ia umo o qii P M 






(Mr/Mrs/Miss) 
ADDRESS. 








nce launch on 23rd January 1983 





For more specialist investors:- 


The Offshore The Offshore Emerging 
* American Fund Companies Fund 
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ince launch on the since launch on &th April 1985 
- investing 


markets ol North America 
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Sting internationally in 
today's more exciting companies 
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Germany is one of the most industri- 
ous nations. And WestLB one of its 
major banks. The last decade has 
seen us issue and place more than 
DM 115 billion in WestLB-Bondas. 
This is just one example of our 
ability to provide solutions tailored 
to specific needs. Of course, sophis- 


or an International p 


l 


1 
] 
1 
| 
| 
» 


ticated services depend on tangible 
assets: The vast resources of inter- 
national banking. Plus an imaginative 


and innovative approach to financing. 


That, in a nutshell, is WestL8's 
simple yet universal business con- 
cept. You can bank on it wherever you 
do business. 


DH foRO: WestLB. 





WestLB 


The Westdeutsche Landesbank. 


Head Office Düsseldorf 
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COMPANIES 


tional travellers: questions left hanging in the air. 
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Destination: private 


Thai International will offer shares to staff and the public 


By Paisal Sricharatchanya in Bangkok 


At a two-year losing battle to 
divest itself of a large number of 
mostly money-losing state enterprises, 
the Thai Government has given a néw 
impetus to its broader privatisation po- 
licy by deciding to sell off 29% of flag 
carrier Thai Airways International. 
Coinciding with the launching of the air- 
line’s Baht 25.4 billion (US$962.1 mil- 
lion) five-year expansion plan, the 
move reflects an official attempt part- 
ly to substitute the enormous borrow- 
ing requirements with interest-free 
equity. 

The privatisation of a successful 
company like Thai International, with 
its record of continuous profits over the 
vast 21 years, seems logical — and easy. 
n fact, the airline and the Electricity 
Generating Authority of Thailand 
(another profitable state corporation 
which supplies the country's power) 
were singled out by the government in 
January 1985 as two model public cor- 
porations that should be partially sold 
off. 

However, the cabinet decision on 11 
February (REVIEW, 20 Feb.) has 
prompted new questions. While main- 
taining that the government should re- 
tain 71% of the airline — which would 
allow it to guarantee the company's 
loans and debt obligations — the deci- 
sion simply recommended that 2995 
should be privatised. But 29% of what? 
Registered capital; equity, or an en- 
larged capital base? And to whom will 
the shares be sold and at what 
prices? r 

These questions will have to be 


ironed out by the National Economic | lion (including Baht 1.4 billion regis- | plans. R) | | 
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and Social Development Board (the 
top planning agency) which is heading a 
special working group made up of 
representatives from the ministries 
of Finance and Communications, plus 
the airline itself. There is no dead- 
line, and since some bureaucratic 
matters progress at a snails pace 
here, most observers feel it will be 
a long while before a clear picture 
emerges. 

Thai International president Janya 
Sukontasap told the REVIEW that the 
airline has been studying the divestment 





tered capital plus Baht 3.6 billion re- 
tained earnings), rising to an estimated 
Baht 7.2 billion at the end of the expan- 
sion plan in 1990. Given long-term 
debts of Baht 18.9 billion (rising to Baht 
23.1 billion over the same period), its 
debt-to-equity ratio would actually 
come down from 4.34 to 3.18 — a level 
considered acceptable by international 
aviation standards. 

But with privatisation, the govern- 
ment apparently wanted the airline to 
carry a lower interest burden on loans 
— and emerge with an even more res- 
pectable debt-to-equity position. The 
airline intends to fully finance the ac- 
quisition of the six new aircraft — in- 
cluding four Airbus A300-600s and two 
Boeing B747-300s worth a total of more 
than US$580 million — through bor- 
rowings. (This plan may have to be al- 
tered depending on the offering's out- 
come.) 

Executives expected that a new capi- 
tal base, possibly larger than the regis- 
tered capital and retained earnings com- 
bined, would be created — from which 
29% would be sold off. The Ministry of 
Finance has traditionally owned 9495 of 
the airline; almost 6% is owned by the 
domestic carrier Thai Airways Co. , with 
a fraction held by the airline's individual 
founders. 

Meanwhile, the expansion will put 
Thai International into a new league in 
the world-aviation ranking. The new 
Airbus planes will be used to expand its 
regional routes (Asia and the Middle 
East) while the Boeing jumbos will en- 
hance its long-haul network (to the US, 
Europe and Australia). 

According to Janya, the 1985 fiscal 
year saw Thai International recording 
its best-yet operating performance — 
though pre-tax profits were cut to only 
Baht 1 billion, or roughly half the previ- 
ous year, due to an exchange-rate loss 


formulas adopted by other Asian flag | putat Baht 2 billion (mainly the result of 


carriers such as Japan Air Lines and 
Singapore Airlines. Under these air- 
lines’ schemes, about 10% of equity was 
sold to employees to give them a “sense 
of ownership”; another 10% was sold to 
financial institutions, with the re- 
mainder offered in the stockmarket. 
“Our principle would be similar," Janya 
said. 


W hile the approval on the airline's 
expansion plan was expected, the 
simultaneous decision on partial privati- 
sation. came as a surprise. Another 
sénior executive told the REVIEW: 
"Lookirfg from the financial point of 
tbere should be no need to raise 
. As we conceived it, the expan- 





a depreciating baht against outstanding 
loans). 

Transportation activities contri- 
buted significantly to the overall result. 
An increase of 8.2% to 1,973 (1.97 bil- 
lion) million available tonne-km was 
more than matched by a 10.6% traffic 
increase which, influenced by a strong 
revival of the tourist-flow to Thailand, 
was particularly pronounced on the in- 
tercontinental routes. The load factor 
improved to 67% from 65.6% the previ- 
ous year, while the number of passen- 
gers rose more than 10% to nearly 3 mil- 
lion. 

The airline last year opened a mod- 
ern, wide-body-aircraft maintenance 
centre at Bangkok airport. Apart from 


sion,plan would be financed by retained | making Thai International self-suffi- 


earnings, plus [foreign] borrowings. We 
wotildn’t have to seek government 
bugigetary allocations.” 

By the end of Thai International’s 
qirrent fiscal year in September, its 
equity is projected at roughly Baht 5 bil- 


cient, it should help Thailand become a 
regional service and repair centre for 
the Airbus and B747 families. With a 
new cargo terminal also becoming ope- 
rational last year, cargo will figure 
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prominently in the airline’s expansions pee 
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| By Robert Cottrell in Bombay 

| : The streets of 
downtown Bombay 
4 were festooned with 


| AG banners and placards 
4^ during the first two 

22 weeks of February, as 
5. "2453 the city geared itself 
Oe IU up to celebrate the ar- 
| rival of Pope John Paul II on the final 

. stopover of his Indian pastoral tour. 
| | But a closer study of the hoardings 
| revealed that only about half were ac- 
| tually dedicated to the Papal visit. The 
| balance carried texts of a more secular 
| nature. “Buy our issue of 13.5% conver- 
| tible debentures, opens Feb. 18," pro- 


* exe 
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y 
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| 
| | I claimed one. “Offer oversubscribed on 
| first day — thank you investors," read 
| another. If there seemed to be rather a 
| lot of them, it was an exceptional week 
| even by the standards of Bombay, In- 
| dia's major business city. No less than 
| 18 offers for sale of equities and deben- 
. tures were being made in the week 
_ beginning 10 February. As a stockmar- 
| ket record, it stood for all of a 
| weekend. The lists opened the follow- 
| ing Monday with another 27 stocks on 
| offer. 
| India is moving into the second year 
| of an unprecedented boom in both pri- 
.| mary and secondary markets for corpo- 
| rate securities, a boom which may soon 
| be giving way to, if not a serious bust, at 
| least a temporary correction. In the pri- 
| mary market — the raising of new 
.| money from the public through issues of 
| stocks and bonds — investors are likely 
| to buy securities worth about Rs 30 bil- 
| lion (US$2.4 billion) in the year to 31 
. March 1986, 50% more than in 1984-85, 
| and six times the amount raised five 
| years ago. In the secondary market — 
| the trading of already-issued securities 
| on stock exchanges — most share prices 
| have doubled since the beginning of 
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| vision has increased its Bombay staff 
| from 19 a year ago to 41 now to cope 
[| with the flow of new business; Citibank 
.| has opened a unit of its worldwide in- 
| westment bank in the city. 

| The expression “equity cult" has 
_ | passed into India's common speech to 
| describe the officially encouraged 
= | nationwide shift into stockmarket in- 
|») westment, a movement which dates 
"« ack principally to the accession of 
. | Prime Minister Rajiv Gandhi in Oc- 








tober 1984, succeeding his assassinated 
mother, Indira Gandhi. 

Mrs Gandhi gave Indian equity in- 
vestment some periodic encourage- 
ment, notably by legislation in 1973 re- 
quiring foreign-owned companies to 
localise control by issuing new shares 
cheaply; and later by relaxing rules cov- 
ering corporate-bond issues. But the 
market's main impetus during the past 
year has come from Rajiv Gandhi's 


30 4 Rs billion 


8.0 4 Rs billion 
7.5 
Equity and 
25- bond issues 7.07| Unit sales 
(Years to 31 March) 6.5 (Years to 30 June) 
6.0 
Estimated 
20 5.5 
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reaction against his mother's centralised 
style of economic management. In 
particular he has started reducing 
bureaucratic controls on the freedom of 
Indian companies to expand and diver- 
sify, cut tariffs on imported high-tech- 
nology goods, and called on the private 
sector to finance a higher proportion of 
India's national industrial and infra- 
structural development. 

He has also cut taxes, reducing the 
top marginal income-tax rate to 5075. 
At its highest, under Mrs Gandhi, in- 
come tax ranged up to a 97% marginal 
rate. In April this year, long-term capti- 
tal gains tax for private investors is dye 
to fall from 40% to an effective top mgr- 
ginal rate of 20%. v 

The new vigour of India’s private 
1 





BSE's rush and crush: page 
Calcutta spinoff: page 65 ° 
Press promotion: page 66, 


Foreigners welcomed: page 66 
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Cie A SELLER'S MARKET 


Unit Trust of India 
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REVIEW CHART by Frank Tam 


New Delhi’s reforms ignite Bombay stockmarket 


India’s golden gate 


sector expresses itself most powerfully 
in Bombay, which accounts for two- 
thirds of all Indian share trading, and 
where equity investment seems to Have 
become the majog public preoccupa- 
tion. Stockmarket turnover is also up 
sharply in the second-ranking New 
Delhi, while provincial cities previously . 
insignificant in investment terms, like. 
Jaipur in Rajasthan, and Rajkot in. 
Gujarat, have begun cropping up on 
subscription lists with a 
frequency suggesting © 
that in these places too 





taken a fierce hold. 
Although equity in- 
vestment remains 
primarily an urban 
phenomenon for the pre- 
sent, the state-owned 
monopoly Unit Trust of 
India (UTI) is now start- 
ing to market its trusts 
aggressively to rural sav- 
ers, using local fertiliser 
and fuel company client 
networks to secure intro- 
ductions. The further the 
"cult" spreads, the more 
overstretched India's 
postal and banking sys- 
tems will become: as mat- 
ters stand, subscribers to 
a heavily stagged new 
issue can wait 60-90 days 
for their excess money to be returned, . 
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Bis in Bombay say the money 
now flowing into stocks might previ 
ously have been invested in the loca 
film industry, property or bullion. Prop* 
erty in particular has made many recent 
fortunes, with real-estate prices in Bom- 
bay's new Nariman Point business dis- 
trict rising an estimated tenfold in the 
past five years. Plenty mdte money is 
coming out of India's *black" (tax-evad- 
ing) economy, the size of which cannot 
be usefully estimated. The bull market 
has now become to a degree self-financ- 
ing, with investors recycling their gro- 
fits, and some companies raising money 
from the public perhaps being tempted 
to lodge the proceeds temporarily in the 
market. Money is also coming in from 
Indian residents overseas, who are 
more lightly taxed than local investors. 
(Foreigners cannot invest directly in the 
Indian stockmarket, and currency 
transactions are subject to the exchange 
controls with which India protects the 
value of its rupee.) : 






the “equity cult” has. - 
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target of Rs 3.2 trillion, the private sec- 
tor is expected to generate Rs 1.68 tril- 
lion, or 52%, with the balance ac- 
counted for by public-sector projects. 
According to the government plan, the 
private sector is expected to raise Rs 542 
billion of investment funds from inter- 
nal corporate resources, and Rs 20 bil- 
lion from foreign borrowings. But the 
main weight of funding is expected to 
come from mobilising Rs 1.14 trillion of 
household-sector ^ savings, largely 
through the domestic-capital markets. 
That figure looks more likely to go up 
than down, as India's “spending” minis- 


tries draw up their annual plans, while 
the Finance Ministry tries both to keep 
taxes down, and to avoid exacerbating 















«Sig nt e economic nd ndis 
— trial ae changes adopted by - 


ow _ were outlined by D. R. Mehta, | 


. capital issues, in a speech to an | 
Deus ercoid Bank con- 
etenen in sanoa The main 
points e suggested, were: — 

r > Enero continuity in fiscal. : 
a > dle and personal inco 
concessions. 


^ » Revisions of excise duty anitir rd 
. tion ee modified value-added. tas, St^ 





India's balance-of-payments deficit by 
"increasing foreign borrowing, leaving 


5 capital markets to fill the gap. 





r the first time in more than a decade, 
stockmarket is being welcomed in 
Kfrom the periphe y of the national econ- 
my and assigned a central role in na- 
tional development. | 
Investors have responded so en- 
thusiastically ghat the principal concern 
must now be whether, after just 18 
months of the new regime, the 
stockmarket is already looking over- 
heated. Rather than pacing themselves 
Ko the government's long-term tempo, 
mal? investors and company promoters 
ave shown an equal interest in short- 
term price ramping and the artificial 
pversubscription of new issues, many of 
which appear to have been manufac- 
tured by the promoters simply to cash in 
on the current mood of optimism. 
Flotations have multiplied so rapidly 
because, unlike most other countries’ 
stockmarkets which only list companies 
proven track records, Indian ex- 
panges, welcome - ate, companies 
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private sector. Out ofa Eu investment. 


| Rajiv Gandhi's administration - T 


$5 India’s former controller of |^ 3 
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sues of securities. Most prospectuses 
amount to no more than lists of prom- 
ises. More established and reputable 
companies, by contrast, find their ac- 
cess to new equity finance restricted by 
antiquated issue regulations which price 
shares according to a nominal or par 
value rather than a real prospective 
market value, and which have until re- 
cently required private companies com- 
ing to the market to place at least 60% 
of their equity in public hands. Last 
year, that guideline was eased to 40%, 
which can in turn be spread over two se- 
quential issues. 


N obody pretends that Indian invest- 
ors are valuing the current flood of 
issues on their fundamental merits, or 
that they are in many cases even very 





porn t ify into r 
ducts and expand pro r 
— with tener remera proe 
obstacles, 


aware of what they are buying. Prospec- 
tuses are thin and vague, and in such 
short supply that many subscribers just 
pick up a fistful of unattached applica- 
tion forms from their local bank branch, 
se advised by a broker whose 

nowledge is limited to street gossip 
about purported “grey market” prices. 
(Grey market transactions are dealings 
in IOU’s representing stock which has 
not been issued. ) 

In mid-February, some cracks in the 
new-issue market were beginning to ap- 
: after a 90-day run in which virtu- 
all of some 200 issues were fully 
taktn up gfive of the issues launched in 
f 10-15 February needed sup- 
their underwriters. Whether 
or not,his marked a major turn in senti- 
ment, it seems apparent that no securi- 
ties parket, primary or secondary, can 
growAindefinitely at the pace achieved 
by fndia over the past year. Sooner 
rather than later some new issues are 
gofng to burn small investors badly, 
either by flopping at launch, or by prov- 
ing themselves to be fraudulently con- 
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5 pin ng dl p OE to venture capital n 
; and project finance through public is- 
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operational stage. Stock indices must i 
time hit a correction at least as serious as - 
the one which brought the Indian mar- - 
ket to a temporary lull in September last - 
year. i 

That correction, when share prices | 
fell 10% in 10 days, was evidence of 
the power wielded in the market by 
India's big state-owned portfolio-in-- - 






vestment institutions — UTI, Life In-+ 43 


surance Corp. and General Insurance | 
Corp. These three institutions probably N^ 
hold about 20% of all Indian equities. | 
With companies' controlling sharehold- | 
ers probably locking up about saan, 
30-40%, a capital-gains tax structu; 
which favours long-term shareholder 
and the fact that three-quarters of ee f 
dian listed companies are scarcely, if - I 
ever, traded, the float of shares avail- - 


able to stockmarket traders is narrow. |- 


UTI led a wave of visible sell- - 


to have been an officially ap- — 
proved move to cool down | 
the market after a July-Sep- _ 
tember period which had 
seen India's strongest-ever - 
surge in prices. In periods of 
market weakness, UTI can 
offer equally effective sup- — 
ort. It was, for instance, a | | 

ig buyer of shares in the | 
troubled weeks after Mais | 
Gandhi's assassination. 

Some brokers say that | 
another market correction - | 
might be healthy now, but | 
. that UTI in particular might | 
be reluctant to let prices fall - 

just as it is on the point of 
launching India's first-ever | 
` | pure investment trust open to 
- | foreigners, a joint venture 
with US broker and invest- - 
ment bank Merrill Lynch. 
Brokers also point out that other major - 
world equity markets have risen at least 
as strongly as India during the past year, 
and that the Indian market's estimated 
price-earnings ratio of 10-12 is cheap by 
international standards, even if share 
prices are at local historic highs. 

These are cool and reasoned argu- | - 
ments, of the kind which might be made | 
about the stockmarkets of Frankfurt or |- 
New York. But India is a wilder and |. 
woolier place. Even if the fundamentals | — 
can be arranged to justify rising share — 
prices, Bombay feels like a city in the 
grip of unrealistic expectations. 

Everybody is an expert investor, | 
everybody has a broker, everybody is | — 
on everybody else's private placement 
list. Advertisements for new shares 
specify in percentage points what are 
claimed to be guaranteed returns of 
anywhere from 15-150%. Little in 
the institutional structure inspires confi- 
dence, whether it be the chaotic nature 
of trading on the floor of the Bombay q 
Stock Exchange itself, or the dubious - 
quality of some new issues to when 














ing which most brokers take | ` 


d—— Youn. 


pate 


| 
E 






— 24 T 


zs. JUP Im a a we M -Bb .- = 
> Ile E" km ` "d E. Curs €— = — 

= k : ET 
č- En a i ce, 


| British-trained merchant banker after a 


flotation press conference. “Drummed 


- out of the Issuing Houses Association,, 


probably." 

*Most of these companies are 
crappy," says a stockbroker reviewing 
the week's new issues list, “most of 


| them are so crappy they aren't even 
| going to be traded. We must be in for a 


| backlash. It has to come.” 














India's primary securities market 


E: M needs more issues from bigger 
and be 


é tter companies to soak up money 
into sensible projects, before the 


stocks last... 


The eye of the Indian- 
B equity storm is an of- 
4 fice on the 25th floor 
! of the new Bombay 
Stock Exchange (BSE) 
building in Dalal 
"ES Street, in which sits 

i ES M. R. Mayya, BSE 
executive director, almost submerged 
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‘by the mountainous files heaped on 


every available surface. Mayya, a 


PAMERUT built former Finance Ministry 
o 








cial, works through a continuous 
harassment of visitors, interruptions 
and telephone calls. 

Mayya’s job is to run an exchange 
which seems doomed to defy organisa- 
tion. Whatever may be deemed undesir- 
able on the trading floor of the exchange 
itself will take place anyway in the vigor- 
ous kerb market which flourishes in a 
literal fashion down below on Dalal 
Street over the weekend. “They are a 
perpetual problem,” says Mayya of the 
street traders. "They come into work on 
Saturday, and they want to make a mar- 
ket." Much of the Saturday kerb busi- 
ness is not in stocks at all, but in instru- 
ments like share options and stock- 
index futures which officially do not 
even exist yet in India. 

Perhaps the kerb.traders' real moti- 
vation is sheer impatience at wait- 


ing to get into the BSE building in the 


first place. The lift service is so sparse 
and erratic that queuing time in the 
lobby can extend to 15 or 20 minutes 
during trading hours. 

The BSE trading floor is more or less 
just that — an unfinished concrete floor 
without walls, without furnishings, 
without even a central signboard on 
which share prices can be updated. Be- 
tween.noon and 2 p.m. each weekday, it 


. is a sea of about 500 brokers' men mil- 


ling around in conditions of apparently 
total anarchy, somehow matching or- 
ders which are scribbled down on car- 


wem el | 3 Z ee oe 
. | reputable banks are putting their names 

. | in order to get business. “I shudder to 
.| think what would have happened to me 
if I'd done that in London,” says one 
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TE peu en 2 
lengthening roll of spi 
ates the broad new mass of domestic 
shareholders whose numbers are esti- 
mated to have risen to over 20 mil- 
lion, from about 6 million seven years 
ago. 

Michael Richardson, head of Stand- 
ard Chartered's merchant banking divi- 
sion in Bombay, says that more good- 
quality issues are on the way, and cites 
in particular his expectation of further 
joint-venture projects linking foreign 
technology with Indian capital. Foreign 
technology is a particularly powerful 
selling point in India, and figured in two 
of the most spectacularly over- 
subscribed issues of 1985, Kinetic- 
Honda (150 times) and Tata-Burroughs 
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bon note-pads. Turnover, „at about 
Rs 300 million a day, is 30 times the 
level of 15 years ago. Certain points on 
the floor are recognised "trading posts" 
for particular leading stocks: but if you 
come on to the floor with a big order in a 
small company, you had better be pre- 
pared to shop around, and hope — since 
the floor is exposed to the elements — 
that it does not start to rain. 


It was not meant to be liffe this, of 
course. The BSE building erly 
called Phiroze Jeejeebhoy TOWers — 


was conceived by its architects asa glit- 
tering cylinder perched atop an expan- 
sive podium, the jewel of that poMium 
being a space-age trading ring/.The 
tower block, and the small section of 
podium immediately beneath it, were 
completed in 1983. But to extend the 
podium to its planned size meant de- 


y paper alien- | (80 times). (Joint ventu es have been 
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particularly common since Mrs Gan- 
dhi’s 1973 Foreign Exchange Reg- 
ulation Act restricted foreign owner- 
ship of Indian companies to a standard 
40%.) ; 


he Indian share and bond markets 

have yet to feel the full weight of 
project finance requirements coming 
soon from sector$'such as fertiliser 
manufacturing and power generation. 
Six new fertiliser plants costing more 
than US$3 billion are on the govern- 
ment’s investment agenda. So tbo is 
possible private, financing of new 
power-generating capacity. The gap 
between public needs and private capi- 


molishing the old stock-exchange build- 
ing next door. 

The BSE, which is, legally, a volun- 
tary non-profit association of individual 
brokers, had reckoned without: those 

tenants in the old buildin 
who did not fancy the woul 
and expense of moving to t 
new one, and decided instead 
to contest the demolition 
order through the courts. AI- 
lowing for the stately pace of 
the Indian legal system, the 
podium may remain unfinish- 
ed for some time. 

The BSE accounts for two- 
thirds of India's stockmarket 
trading. Only two of the coun- 
try's 13 other exchanges, New 
Delhi and Calcutta, have any 
significant liquidity of their 
own. The remainder transact 

' little real business, but effec- 
tively exist to lay off orders in 
Bombay. Given the imperfect 
nature of telecommunications 
in India, arbitraging between 
the various exchanges is a 
lively sideline. While BSE of- 
ficials periodically crank 
prices into a single antiquate ^ 
teleprinter on the exchan, | 
floor, brokers with  rad?o 

handsets are transmitting their own ver- 
sion of events to colleagues on the street 


below. 
U niquely among Ind@n stock ex- 
changes, the BSE can boast a com- 
puter to help tally business at the end of 
the day. Brokers hand in copies of their 
transaction slips, and the computer 
checks whether buyers reckon to have 
bought what sellers reckon to have sold. 
The fraught conditions of the trading 
floor necessarily mean that more than 
the occasional bargain falls through the 
cracks. According to a paper by V. D. 
Sonde, a BSE adviser, 70-75% of tran- 
sactions *match fully." Or, to put it 
another way, rather more than one in 
fbur transactions needs to be queried, a 
rocess which takes one or two days. 
rokers whose clients are eccentric 
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tal has already been partly clo 
groundbreaking bond issues in Janu- 
ary from the National Thermal Power 
Corp. and Indian Telephone Industries, 
with similar issues from other public- 
sector companies queueing up behind. 
The past year has demonstrated the 
vigour with which India’s financial sec- 
tor and investing public is willing to as- 
sume a greater share of financing na- 
tional development. Inevitably, invest- 
ors' inexperience and naivety is being 
exploited by some dubious operators, 
and 4t is possible many people sitting on 
paper gains today may find themselves 
«with real losses in the" future. 
- Opportunities for exploitation are 
compounded when a bull market is 





enough to want to take physical delivery 
of shares say the process can take two to 
three months. Most do not bother. 
^ Some 1,700 companies are now 
listed on the BSE. Their aggregate mar- 
t capitalisation, at about US$18 bil- 
n, places a value on the entire market 
roughly equal to that of the US com- 
puter-maker IBM. As at 30 September 
1985, 47 of those companies were on the 
exchange’s “specified list,” meaning 
that the company was judged reliable 
enough and the market in its shares suf- 
ficiently broad, for trading to be con- 
ducted on an account basis, with brok- 
ers allowed to roll over net positions In 
the given stock for up to six consecutive 
two-week “settlement periods.” Brok- 
ers must pay a carry-over charge known 
as badla at the end of each settlement 
period, which can represent an effective 
annual interest rate of up to 50%. | 
Outside the "specified list," mar- 
ketability of BSE shares thins out 
rapidly, and settlement must be made 
on a cash basis at the end of each two- 
week period. R. R. Nair, the BSE's gen- 
éral manager of research, statistics and 
data processing, published a paper in 
Nhe monthly magazine Fortune India 
—aáalysing trading patterns of the non- 
specified, or “cash-list” shares between 
July and September 1985. The result 
was, as he put it, *a dismal picture," 
particularly given that the period of the 
study also represented “a period of un- 
precedentede boom in the Indian 
stockmarkets. " 
. He found that, out of 1,551 equity is- 
sues on the cash list, only 792 were 
traded at all on any of the 50 trading 
days which fell within the three-month 
perfod. Of those, 342 were traded on 
less than 10 days. And only one issue 
was dealt on all 50 days. Spreads quoted 
by market-makers in the less-active 
shares extended to 20%, he said, hardly 
an encouragement to anybody else to 
enter the market. "A sorry state of af 
fairs," concluded Nair, which might be 
improved, he said, by requiring any 
company seeking a listing to appoint 
two brokerage firms as market-makers 
in its securities. — Robert Cottrell 
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struggling within the confines of an anti- 


quated and ill-equipped financial infra- 
structure. To raise capital cleanly and 
efficiently requires, not just willing in- 
vestors, but also telephones, com- 
puters, good trading floors, fast-moving 
banks and sophisticated regulators. 
India has few or none of these. Some as- 
pects of the securities boom of the past 
year have been attributable, not to the 
efficiency, but to the inefficiency of 
local capital markets: shortages of 
scrip on the stockmarket driving prices 
artificially high; protracted clearing of 
new issue allotments providing the in- 
terval for manufacturing oversubscrip- 
tion; investors ingenuous enough to ex- 
pect reward without risk, and regula- 


tors lax enough to allow it to be of- 
fered. 

For all that, india’s financial sector 
is now embarked on ar apparently firm 
long-term course away from centrally 
planned inertia towards individual en- 
terprise. If it is to get bigger, it must al- 
most of necessity get better, Gandhi 
may have his detractors within the rul- 
ing Congress party, but he is for the 
present Índia's only credible political 
leader, and liberalisation is the over- 
riding theme of his economic policy. 

The stockmarket has so far been the 
major passive beneficiary of that po- 
licy. Over the next few years, it has the 


harder job of being a major contributor - 


to it. . 


REFLECTED GLORY  . 


By A Correspondent 
d Calcutta's Lyons 
Range Stock Ex- 
2 change has been 


caught up in India's 
| share boom, but in 
terms of both excite- 
"4^. X ment and business 

i SU volume it lags some 
way behind Bombay’s Dalal Street, re- 
flecting the decline in West Bengal’s 
economic fortunes. 

Shares in companies part-owned by 
foreigners, subject to India’s Foreign 
Exchange Regulation Act (tagged 
"Fera" companies), have risen highest 
and fastest. Decades ago, Calcutta was 
the springboard from which many of 
these companies were launched, and 
their ties with the city have remained. 





Many are now takeover targets for re- ` 


sourceful Indian groups. A current 
example is the liquor-based conglomer- 
ate Shaw Wallace, which used to be 
40%-owned by Malaysian-based Sime 
Darby, and has since become the sub- 
ject of a dispute in which a Dubai-based 
Non-Resident Indian claims to have ac- 
quired the Malaysian shares. 

Actual or suspected predatory in- 
terest probably underlies the sharp 
spurts recorded in the share prices of 
other Fera companies including Dunlop 
India, Indian Explosives, Metal Box, 
Chloride India, Britannia Industries 
and even ITC. But some market 
rators believe many speculative 
buyers are over-optimistic: “No take- 
over bidder is likely to rush," said one, 
effect of major open-market 
s on top of the present upward 
sharg/price trend would be to push still 
higher the cost of buying out the re- 
— foreign shareholding. 

«ne Fera-company director also ar- 





gued that the boom in share prices 


should not be seen in isolation. “Have 
you cared to check," he asks, “how 
much has been the rise in prices of real 
estate, cars or for that matter vege- 
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New Delhi dealers: taste of the golden egg. — 


tables? Just because there is an index to 


measure prices . . . shares are [not] behav- - 


ing differently from other commodities.” 
The share boom has been a shot in 
the arm for the Calcutta exchange, but 
not one big enough to arrest its decline 
in importance as 3 funding centre. The 
rule of thumb for most public offerings 
is that Calcutta now ranks behind Bom- 
bay, New Delhi, Ahmedabad and is 
only on a par with Jaipur — which does 
not even have its own stock exchange. 
For the immediate future, Calcutta 
brokers are optimistic about market 
trends. *If the present is any indica- 
tion," says one, “then a time will come 
when some of the good issues would be 
oversubscribed even 100 times," said 
another broker. “The fact is that gov- 
ernment, too, has now come to realise 
how. fine a goose the stockmarket is. 


New Delhi has got a taste of the golden, p " 
egg, and a major reversal of policy is | 


most unlikely." 




















d 




































à Y 


(X 


P 












RESET T 
































mom err ien: Se ie 
mee 


p 


«7 
E 
D 


e . 
-- ied I 
ir 

= ) 





iE A 
"AU WI. 
< 1 sy ss) 
BEN iE. 
F | 
. or 
Bc 


1 r 
a ae 
4 t. 
TI 
is 
|, 
1 


7] Favourable press 
comment can be an 
wie, important factor in 
BK the successful launch- 
oy ing of any equity 
VM issue. Bombay leasing 
PES group Ross Murarka 
=) must have been par- 








'| financial publication, when it offered 
| 1.5 million new shares on 19 February. 

According to Money Opportunities 
| columnist J. H. Divan, “Mr Ross Deas 
| of Ross Murarka is a dashing person 
_| with rare imagination and courage . . . 

‘| 19th Feb. will be a sacred day. . . Ross 
| Murarka’s progress in the past two years 
.| has been legend . . . I am sure this issue 
| from the house of Ross Murarka will be 
| a grand success.” 

This seemed to be the general view at 
Money Opportunities, whose new-issue 
. columnist Nusli Davar was pleased to 

. note that “yet another golden opportu- 
| nity comes this week to the market from 
the man with the Midas touch — Mr 
_| Ross Deas.” Fair praise indeed since, by 
= | Davar’s figures, investors lucky enough 
| to get their hands on any new Ross 
. Murarka stock could not fail to make an 
.| immediate profit of 182.876. Little won- 

| der that Ross Murarka also featured 

| prominently on Money Opportunities’ 
.| Best New Issues list. 

> But whence comes this enviable 


.| may now dip in 


j The Indian stockmar- 
ket is re-opening its 
EE doors to indirect in- 
EAM, vestment by foreign- 
IA NA ers. Official approvals 


7 have been granted to 


CO the first two “pure” 
| -— =“ Indian managed 
funds, both due to be sold internation- 
ally in the coming three months. 
First off the blocks is a closed-end 
. | fund promoted jointly by Unit Trust of 
— | India (UTD, the Indian Government- 
| owned domestic unit-trust monopoly, 
— | and Merrill Lynch, the US brokers. The 
. | fund, with an expected initial size of 
US$60 million, will benefit from UTF's 
special tax-exempt status, sparing in- 
— | vestors any mathematics about expo- 
E sure to India's fast-reducing (but still 
E substantial and complicated) capital- 
eed woains tax. Similar closed-end trusts have 
. | been used to pioneer other previously 














"P EUST E TEC 


b 
r 


For Bombay companies - 
| there is a free launch 
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earnings stream? What are the redoubt- 
able Deas's special skills? A brief 
examination of Money Opportunities it- 
self reveals an important part of the ans- 
wer. It is a division of Ross Murarka Fi- 
nance, and its editor is none other than 
dashing, Midas-fingered "Mr Ross 
Deas.” 

Tip-sheets like Money Opportunities 
are one thriving spinoff from India’s 
new-issues boom. Staider local business 
weeklies and monthlies are fat with 
promotional advertisements. Banks are 
benefiting, too. Large spreads between 
Indian deposit and lending rates mean 
windfall gains from the large sums of 
money held for typically 60-90 days, 
pending the allotment of heavily over- 
subscribed issues: one analyst estimates 
that Canara Bank could have earned 
US$1.5 million from funds tied up in the 
150-fold over-subscription last year of 
Kinetic Honda. When over-subscrip- 
tion reaches those proportions, the issu- 
ing company itself is likely to earn more 
in interest from the float than it even- 
tually receives as proceeds for the allot- 
ment of its shares, and it was a poor 
issue in 1985 which did not yield enough 
interest at least to cover its costs. 

The frenetic character of the Indian 
new-issues market derives partly from 
antiquated listings rules, which assign 
central importance to the par value of 
shares, a concept long relegated by most 
other stock exchanges to a footnote 
somewhere in the back of the book. In- 


| India Inc.: foreigners 


inaccessible Asian markets, including 
South Korea and Taiwan. 

The second fund is to be launched by 
a joint venture between units of the Bri- 
tish merchant-banking group S.G. War- 
burg, and the Indian industrial group 
Birla. The new management company, 
51% controlled by Birla family mem- 
bers, will offer a “pure” India fund, the 
Birla Mercury India Growth Fund; a sis- 
ter vehicle, the Birla Mercury Interga- 
tional Growth Fund, will offer a dilut#d 
exposure to India by investing b flexiple 
proportion of its assets in dia 
Growth Fund, and the balance mother 
assets to be selected by Mercury, 
burg's fund-management arm. Invest- 
ors will be free to switch between]the 
two funds without paying additional 
subscription fees. ; 

The Birla Mercury funds have been 
approved by the Indian Government on 
the basis that they are held at least 60% 
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is invariably Rs 10° 
(81 US cents), and the shares of new 
companies must be issued at this price 
regardless of their realistic market valu- 
ation. | 
Established companies are allowed a 
modest premium over par for new is- 
sues, fixed at the discretion of the offi- 
cial Controller of Capital Issues (CCI). 
In general, the anchoring to par value 
means that most newly issued shares 
with anything whatsoever to recom- 
mend them go to a premium after issue, 
and in the past year often to ag im- 
mediate multiple of their issue price. “A 
letter of allotmeat," says one broker, 
“Is the next best thing to a winning lot- 
tery ticket." ) 


he premiums allowed by the.CCI — 

often 4095 — ténd to be ungenerous 
mainly because the ground rules were 
established in the 1970s when the Indian 
Government was pressuring foreign- 
controlled companies to localise their 
ownership by selling or issuing shares 
attractive prices to Indian investo 
Most established companies issuing 
shares nowadays offset the low pre- 
mium by requiring subscribers also to 
apply for a linked issue of fixed-interest 
bonds which provide the company with 
cheap loan capital. These bonds are 
usually issued with a 13.5-15% coupon, 
or a 12-13.5% coupon for bonds conver- 
tible at some future date into equity. 
Comparable bank finance might cost 
the company 17%. 

One recent such issue was made by 
Forbes Forbes Campbell, a manufactur- 
ing and trading group which, dating 
back to 1764, ranks among India's old- 
est companies. It went public on 10 Feb- 









Birla: power of the name. 


by Non-Resident Indians (NRI, overgeas 
Indians with particular ties to India by 
birth, family or citizenship, but who 
may be nationals of other countries). 
While the funds will be structured as 
open-ended unit trusts, availability of 
units to foreigners may at times be li- 
mited by the need to maintain the 60:40 


| ratio. Warburg and Birla believe. the 


funds’ main NRI markets lie in the Gulf 
states, Britain and perhaps Hongkong. 
Lacking the UTI-Merrill fund's tax- 
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ruary with an issue of 2 million ordinary 
shares at Rs 14, a 40% premium to par; 
but subscribers to the shares were also 
required to take üp a Rs 60 million issue 
of 13.5% non-convertible debentures. 
Capital issues of more than Rs 10 
million require prior notification to the 
CCI; issues under that amount require 
only notification to the stock exchanges 
on which listing is intended. Neither the 
exchanges nor the CCI operates a 
"queueing" system, an innovation 


which some merchant bankers say will 
be geeded if the market is to cope with 
bigger issues later this year. 

In most other coantries, a stock-ex- 
change listing means that a company has 
a proven track record and has survived 


Investors outside stockbrokers: share of fortunes. 








exempt status, the Birla-Mercury fund 
will have to work harder for its profits. 
Under India's present tax regime, a 
fund might be liable for taxation at 70% 
9n capital gains realised in less than 
hree years, and 40% on those realised 
after a longer period. The Birla Mer- 
Bic fund will presumably contain some 
provision to penalise unit-holders who 
want to sell within the three-year 
period, out of fairness to longer-term 
holders. Buf equally, so long as the fund 
as a whole retains any given investment 
for at least three years, it should in prac- 
tice be assessed for long-term capital 
gains even if the composition of its unit- 
holders has changed during that period. 

4t may also be possible for the fund to 
"wash out” its capital-gains tax 
liabilities by re-investing taxable pro- 
ceeds for at least three years in tax- 
exempt UTI funds — a facility available 
to domestic investors. There is also the 
possibility that Prime Minister Rajiv 
Gandhi's tax-cutting government may 
make some further reductions .or 
simplifications in the capital-gains tax 
rates themselves. Birla Mercury’s short- 
est route through these variables may 
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_ close vetting by lawyers, banks and ex- 


change officials. In India, it means only 
that the company has met certain 
elementary financial ratios, made a 
series of appropriate undertakings, and 
found an issuing house to place a major- 
ity of its shares. 

The exchanges are full of “blue-sky” 
and “green-field” listings, companies 
raising capital to start up businesses or 
diversify into often radically different 
ones. Ross Murarka, the leasing and 
publishing company, for instance, says 
in its Own issue prospectus that it will 
shortly “be introducing a popular range 
of toiletries and cosmetics under the 
brand name Glamour Girl.” Another 
market entrant, Piyoosh Leasing and 
Finance, which specialises in 
leasing books to professionals 
and academics, also by its own 
account engages in eucalyptus 
cultivation, portfolio manage- 
ment and housing finance, 
and plans shortly to go into the 
business of buying, refurbish- 
ing and leasing-back second- 
hand machinery. 

Leasing companies happen 
to have enjoyed a recent vogue 
among Indian investors, per- 
haps a worrying one consider- 
ing the cavalier way in which 
some of the newer companies 
seem to be approaching so 
highly leveraged a business; 
another currently fashionable 
sector is companies making ac- 
cessories for India’s fast- 
liberalising car industry. 

For the apparently small 
proportion of investors who 
are subscribing to unproven 
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well be to quote a “spread” (between 
the price at which it buys and sells units) 
wide enough to fund its likely tax 
liabilities, but weighted to give a better 
buyback price to investors who have 
held the units longest. 


Ox of the fund's strongest selling 
points will be the Birla name, brought 
to it principally by Ashok Birla, who co- 
chairs the management company with 
Warburg's Lord Roll. The Birlas are 
rivalled only by the Tatas among India's 
powerful industrial families. 

Ashok Birla cultivates something of 
a[maverick image by the standards of 
Igdia’s staid business community. His 
father, Gajanan, dropped out of the 
fanily f mainstream businesses after a 





con rsial remarriage. Ashok 
world his way back in with the gui- 
dante of a sympathetic uncle, 


mapages a group of manufacturing com- 
panes with a turnover in 1983-84 ag- 
gregating roughly US$250 million: sub- 
stantial, but smaller than the more pow- 
erful family bloc which passed to the 
control of his cousin Aditya. 


mazes (“BK”) Birla, and now 
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new issues on the basis of their long- 
term prospects, the presence of a blue- 
chip name among the consultants, ad- 
visers and managers tó the issue may 
serve as a recommendation. The bank- 


ers and advisers in turn tend to prefer — 


companies which have established a re- 


lationship with one of India's major 13 


State-owned, long-term credit institu- 
tions, such as the Industrial Credit 
and Investment Corp. of India, since 
these institutions will monitor the 
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companies in the future to make sure | - 
that money is actually spent on the pro- | — 
jects for which it was origimally bor- | - 


rowed. 


We main investor safeguard incor- 
porated in the stock exchanges' list- 


ings rules is the requirement that acom- | - 


pany’s principals and their associates 


continue to hold “a reasonable mini- | — 


mum” of its equity “to demonstrate — 


their bona fides,” the intention being 
that they should share the fortunes of 


their public shareholders. In practice, . 3 
many promoters take a liberal view of | 


who their associates might be, and in- 


vite a broker to make a private place- - 


ment of most of the shares not offered to 
the public. In a popular issue, access to 
this quota can be a very profitable brok- 
ers’ perk. 


One Bombay analyst reckons pri- - 


vately that some less-reputable promot- 
ers finance their own shareholding by 
overcosting the corporate project, and 
then “skimming” 20% off the com- 
pany’s capital expenditure. “I have seen 
plenty of bust companies,” says the 
analyst, “but I have never seen a bust 
promoter.” 

The days of guaranteed multiple 


The Birlas once owned banking and 
insurance interests which have long 
since been nationalised. Ashok wants to 
take the family name back into finance, 
and sees the Birla Mercury funds as a 
step in the right direction. He is particu- 





larly keen on the principle of mobilising | - 


NRI capital to support Indian-related 
investment. He thinks that in the future, 
NRI funds might be pooled, not just for 
portfolio investment, but for directly ac- 
quiring overseas assefs, such as re- 
sources and distribution channels, 
which would service India's importers 
and exporters — the type of networking 
perfected by Japan's general-trading 
houses to service their own country's in- 
dustrial growth. 

Ashok Birla's ideas are audacious, 
but his intellectual restlessness is in tune 
with the *new frontier" mood of Gan- 
dhi's India. He is also taking care to 
carry other Indian heavyweights along 
with him: the Birla Mercury board will 
include Rahul Bajaj, whose family runs 
one of India’s biggest engineering 











groups, and Nimish Kampani, one of & - 


Bombay's best-known and best-re 


spécted stockbrokers. — Robert Cottrell | - 











ruary: but the UR d ays of the past 
‘year have helped some Bombay mer- 
hant. bankers turn over-subscription 
nto a fine art. 

Part of the fun is the obligation to 
'ad access to any new issue around 
‘country, including the 14 Indian 
k-exchange cities, and in many 
ses to Non-Resident Indians as well. 

bscription lists remain open for days 
a time while returns trickle back from 
stant bank branches and post boxes: 
nd if it becomes widely known that an 
‘issue is over-subscribed on day one, in- 
-vestors scenting a sure premium will 
: snowball i in on days two and three. 

“If your issue is. 50% covered in 
Bombay on day one,” says one banker 
“vou can count on it being at least five 











occur spontaneously, it can be induced. 


. Where issues are underwritten, the ad- 


visers or managers to the issue may sim- 
ply have a quiet word with the under- 
writers, perhaps promising some future 
favour, and encourage the underwriters 
to raise their own commitments to an 
aggregate exceeding 100% of the avail- 


able shares. The issue can now be confi- | 
. Start-up companies: | 
vital role in India's industrial des 


dently plugged in the grey market as 


*over-subscribed on day one," with gen- | 
erally predictable consequences on day | 
two, namely, genuine over-subsctiption - 


from the general public. 

Given the amount of sharp practice 
which bankers and brokers say goes on 
in the new-issue market in any case, 


AM E ue imposed low pricing may 
e preferential to privately ramped high |. 


pricing. Better still would be a greater 
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T he first signs of the predicted slow- 
M down in the Australian economy 
| emergedi in February, prompted by con- 
tinuing high interest rates which are put 
in place to support the vulnerable Aus- 
tralian dollar and dampen inflationary 
pressures. The negative factors took the 
-form of a marked decline in home-loan 
approvals, home-building approvals 
and reports from the corporate sector of 
reduced earnings for the second half of 
the fiscal year. Prime rates hit 21.5% in 
January and there are no signs of them 
slipping below 20%. 
o This has prompted speculation that 
Treasurer Paul Keating will begin to 
Joosen the screws on monetary policy, 
thus upsetting his juggling act of main- 
taining the high economic growth (4.5% 
redicted for the fiscal year to. 30 June 
86) while allowing for the trade 
ions' wage indexation (the accord). It 
be complicated further by lower oil 
'es and a resulting loss in oil revenue. 
‘One of the few encouraging signs 
vas the downturn in the balance-of-pay- 
ments figures but even this was greeted 
autiously by the foreign-exchange mar- 
cet, which feared that the underlying 
rade- -balance problem — had not 
‘changed. Hence the Australian dollar 
failed to recover its losses incurred over 
he two previous weeks, with a minimal 
one-cent advance following January’s 
‘deficit figure of A$944 million 
.(US$663.8 million), the lowest level 
since last June. 
~ But the bad news is still to come as 
the balance-of-payments figures for 
February and March are expected to 
worsen as they are burdened by falling 
Bil exports, and lower wheat exports. 
. The dene for the first seven months 
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. year will be A$150 million. 


. flation rate to match his target of udder 


 tionary hump caused by the Australian 


of the fiscal year now stands at A$8.4 
billion, A$1.4 billion higher than for the 
same period in 1984-85. Market experts 
are predicting that the revised govern- 
ment estimate of the deficit for 1985-86 
is believed to be about A$12.5 billion. 

At the same time, the December 
consumer price index was below predic- 
tions at 2% (bringing the annual infla- 
tion rate to 8.795). The inflation rate 
could be reduced one point by a redup- 
tion in the petrol price (down 5.3 JA 
cents a litre for the averse = 







out on n A420 million over fe next iscal 
year in lost revenue, while the cost this 


This will help Keating rein in thefin- 


5.5% by the election year of 1987-88. 
The government must get over the inf; 


dollars collapse of 1985. if it is to 
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times over-subscribed [nationwide]." If | 
this happy state does not seem likely to 
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proven and unproven 


,compotate - 






distinction betwee 






















type of distinction London has made by 
allowing younger companies to be 
traded on the unlisted stockmarket 
main purpose of this distinction v 
be to allow established companies to 
realistic market prices for flotations, - 
and, more particularly, rights issues of q 
shares, without crimping the freewheeo E 
ing style of venture capi 













ment. i . 
Such fine tuning could be at best 
years or decades fown the road, how- 


| ever. For the moment, the Indian new- 
issues market is a honky old banger 


careering and. backfiring along with all 
cylinders firing: if it ain't. broke, the 
feeling goes, don’ tf | 





- Robert Cottrell 





mer A cob bad strategy of 
high economic and job growth aim-. 
à ed at cutting. unemploy- 
"ment. x 
|. The gaveremant’s plan of 
reducing the import level 
and stimulating local man- 
ufacturing showed signs of 
success, with the import 
levels. dropping by 2% after 
the elimination of seasonal 
influences and a virtually un- 
chan port figure. But 
` increas ied investment in new 
"capacity ís hampered by the ^ 
present borrowing squeeze. 
Domestic demand has 
been weakening in February 
after growing stron ngly, with 
retail sales up 13% in the 
three months to November, 





















in 1984. This buoyancy continue 
throughout December and January buf 
has fallen off since due to the higher be. 
of. consumer credit, which rose by two 
- three poreemtagn points last Novem- 
er. 

Conditions in th | bourgnarket con- 
tinued to improve over 1985 and early 
1986, with strong pee in cd 
ment and further falls in tt 

ment rate. There were. 60 
available in January, pied fie un- 
employment rate to 7,876 in seasonally 
adjusted terms — the lowest since 1982. 

- Corporate profits for the half to 31 
Deceniber. were on target at a 20% in- 
crease, continuing the rising trend evi- 
dent in the past two years. As the pre- 
sent high interest rates emerge as a key 
element to the longer-range thoughts of 
Australia, those companies 
with the strongest performances are re- 
lying more and: more on. their overseas | 














Secure your Overseas Deposits 








with the worlds leading bank. 
It's as easyas ABC. 





Citibank Asian Banking Center. 


Asian Banking Center was created to help Backed by the world's leading bank. 
individuals and businesses diversify their ^ Citibank has more than 80 years experience 
assets and to look after their pactiauar, per = in Asia. We have 2600 branches 















financial needs. and offices in 95 countries, and 
Citibank has established our total assets exceed 
Asian Banking Centers USS175 billion. 


in Singapore, Hong 
Kong, San Francisco 
and Guam, USA. 


At Asian Banking 
Center, you can 

|^ make use of 
‘= . Citibanks financial 






A whole new expertise world- 
world of financial wide. 
opportunities. . 
an Ben kine .. Confidential 

investment officers. 
Centers are located Voas Phrsonal 
in places aces - Financial Officer is a 
is no tax withholding. / a skilled professional who 
You can deposit in any / will handle all your trans- 


major currency, with a range 47 actions and tailor specific 
of maturity periods and auto- financial packages for you with 
renewal facility. the utmost discretion. 


You caninvestin precious metalsandarrange Find out how easy it is to open an account 
for credit facilities, foreign exchange with Citibank. Just call us on any of the 
and remittances to any part of the world. private numbers listed below. 


; . CITIBAN (eS 
Th worlds — 8 bank 






Asian Banking Center: 


* Singapore: 1 Shenton Way, Singapore 0106. Tel: 224-9757 
Telex: RS22462 CITA BC or 268 Orchard Road, Yen San Building, 
Singapore 0923. Tel: 732-2288. Telex: RS37446 CITA BG. 


* Hong Kong: Lee Gardens, 37 Hysan Avenue, CauseWay Bay, Hong Kong. 
Tel: 5-761390 Telex: 73243. FNCB. e 3 


* San Francisco: Citicorp Center, 24F, pa seniome Stree t, | 
San Francisco, CA 94104, USA. Tel: (415) 627-6495 ¢l elex: 278374. | 


Address 
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e Guam, USA: Citibank NA, 402 Marine Drive, PO Box FF, Agana, 
Guam 96910. Tel: (671) 477-9881 thru 8. Telex: 7216159 CITIBK. 


Country Tel: 








39 local branches have 
the UF-400AD. 
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The Panafax UF-400AD compact facsimile machine 
with one-touch dialing and built-in auto timer. 


system, thelUF-400AD can transmit a document 
virtually any where in the world far faster than 


Dont let one bad pineapple spoil the whole 
bunch. If your business relies on precise, speedy 
communication, take a look at Panasonic's 
UF-400AD —the first super compact Panafax 
with automatic dialing, a built-in auto timer and 
our original MWS (white line skip) system. 

Small enough to find a place in virtually 
any office, the UF-400AD is a CCITT Group 3/ 
Group 2 facsimile machine with a 9600 bit/s 
modem speed. But with our exclusive MWS 


models. 
transmission is not only fast, it's simple. 
DocumeXNts can be sent to any one of up to 10 
stations aMhe push of a single button. No dialing. 
No pushigg START. Press three buttons, and 
the UF-400AD will automatically dial and send 
to an additiónal 90 stations. If the line is busy, 
it automatically redials the number twice. 


ordin 





t. 








ad vantage of reduced line rates and sąłe money! 
.— . Panasonic's UF- -400AD—keeps our vital 
business communication from becoming 
fruit salad. 





Panasonic, along with National, is a brandname of Matsushita Elec 








WANT TO DO 


IN CANAD 


Were here to help. While youre 
visiting Expo 86, drop in to the Canada 
Business Opportunity Centre at Canada 
Place. Our trade and development 
professionals will tell you about 
the many exciting investment 
opportunities waiting for you in 
Canada, give you detailed as 
briefings on any particular industry /#¢ 
sector, specific information on j 
the goods and services offered by i 
over 20,000 Canadian companies, 
and every assistance you need to 
make a profitable investment 
in Canada! 
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Tokyo is to change Japan's entire finan- 
cial system. gne 
He argued that ‘the piecemeal ap- 
proach to deregulation so far preferred 
by the Ministry of Finance (MoF) — 
open a market heré, abandon a rule 
there — does not work well. Moreover, 
the changes brought about are normally 
the result of stop-gap reactions to skil- 
fully applied outside pressure. | 
Even more heretically, the banke 
suggested that Japan's capital markets 
should primarily serve the interests of 
borrowers and (heaven forbid) invest- 
ors rather than the decidedly narrower 
B of bank and broker inter- 
ediaries in the market. | 
Of course, such opinions stand in 
sharp contrast to what is actually debat- 
ed among the banks, securities houses 
and the MoF when issues of market 
deregulation arise. Discussions about 
change have a tendency to revert to cosy 
accommodations on how to hold one's 
own territory and maintain antiquated 
functions and controls in the market. e 
One example of how things work can 
be seen in the launching in March 1985 
of a relaxed market for yen-denomi- 
nated, private-placement bonds by non- 
residents. The MoF tried to steer a neu- 
tral course in letting the market decide 
such matters as how to price the issues; 
Japanese brokers and underwriters beg- 
ged for rules; in the end, powerful pres- 
sure from outside made the difference. 
Lobbying to relax rules on private 
placement began many months ago. By 
the end of last year the only substantive 
greement reached among the con- 
bus parties (except, of course, is- 
Suers and investors) involved a new 
SMieme for pricing issues, which in fact 
tigytened things a bit for borrowers. 
Triple-A rated yen private placements 
would be set at 0.6% over the new issue 
price on Japanese Government bonds. 
The MoF then won agreement on 
eliminating a guideline which prevented 
borrowers who have used the public 
samurai yen-bond market from return- 
ing to the private-placement bond mar- 
ket* And it loosened controls on 
maturities and issue amounts. That took 
some doing. | 
Securities: houses, which dominate 
the public samurai market, opposed nd 
end to the “no-return” rule. Banks 
which can lead arrange private lace- 
ments, seemingly won the day. But in 








this case, credit for the victory mustego - 


to the persistent lobbying of the World 
Bank. 





Flight into the realms of fancy 





went so far as to invent a hybrid long- 
term loan with banks that functioned 
more or less as a private placement. 
iy put pressure on the brokers to set- 
tle. 

The new rules are to apply to a ¥30 
billion (US$164.7 million) World Bank 
placement, the first to “return” to the 
market. The strains of trying to manage 
the market were evident, however. 
Even after the new guidelines were ag- 
reed, problems arose. The World Bank 
was being offered bids as low as 0.3% 
(instead of 0.6%) over Japanese Gov- 
ernment bonds. The MoF was called on 
to referee a compromise on the pricing, 
which turns out to be 0.5%, but discus- 
sions over other terms were prolonged. 

MoF officials have been impressed 
by arguments for more flexibility in the 
private yen market, such as those pre- 
sented in January by the treasurer of the 
World Bank, Eugene Rotberg, before a 
special advisory committee. Rotberg 
recommended among other things that 
borrowers capable of doing _ 
so be allowed to arrange pri- 
vate placements on their 
own, thus bypassing the ar- 
ranger bank or broker al- 
together. 

But there are limits as to 
how far the MoF will go on 
loosening up on markets. For 
example, foreign corporate 
issuers cannot use the pri- 
vate-placement market (lest 
the samurai market suffer 
their departure). And the 
MoF turned down a request 
from  life-assurance com- 
panies to be allowed to lead- 
arrange private issues. More 
importantly, little progress 
has been made on making the 
public yen-bond market for 
foreigners more attractive. 

e price of such foot-dragging for 
Tokyo's capital markets is now becom- 
ing clear: namely the striking develop- 
ment of Euromarkets in yen. The 
Euroyen bond market in its first year as 
a largely deregulated vehicle for non-Ja- 
panese borrowers actually outpaced the 
ydn-denominated samurai bond market 
fo foreign borrowers in Japan. There 
w&e 6l@Euroyen issues in 1985, total- 
ling” 3 trillion vs 35 samurai issues 
wo É1.12 trillion. 
mie rush to the Euroyen market is 














| largely a matter of the popularity of so- 


calkd dual-currency Euroyen bonds 
(wMire interest and principal payments 
are¥n different currencies). In the last 
sfx myonths of 1985, there were 30 dual- 
curráncy, Euroyen issues. MoF officials 





The MoF: referee. 


were entirely pleased with the success At 


recently of a ¥80 billion Euroyen issue 





IN 


by Canada, the largest so far. Such is- | 


sues demonstrate that the market is ac- | 


quiring some depth. 
New rules for the Euroyen 


bond 


dX 


di 


market will be in place from A ril re- | 


garding such things as a 180-day delayin | 


returning Euroyen issues for sale in 
Japan. Japanese borrowers will be al- 


lowed to issue floating-rate bonds. | 
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There also will be a further easing of | 


eligibility requirements for non-resi- 
dent (and to a lesser degree, resident) 


Euroyen issues, and the use of ratings 
from still-untested Japanese rating - 


agencies, though exclusive reliance on 
ratings to qualify is still some time away. 


The lesson for Tokyo is clear, how- - 
ever. Samurai market practices must - 


change and offer better variety and ac- 
cess, or wither away slowly in their pro- 
tected environment. 


What horrifies both banks and brok- - 


ers is the prospect that the authorities. 


will yield to pressure to make it far - 
easier for more Japanese companies to - 


enter the Euroyen market. 


aor 


tractive. 


at last trying to flex their mus- 


to press the interests of bor- 
rowers in domestic-capital 
markets. Keidanren, the 
powerful lobbying arm of big 
business, has formed a study 
group to look into issues such 
as how to stimulate the bond 
market and streamline mar- 
ket practices. 

Among the issues is the 
function of the Kisaikai, a 
group of banks and brokers 
left over from the days of scarce capital, 
which meets once a month to examine 
the queue of bond issuers. j 





Thoughts of engineering wholesale — 


changes in the financial system are still 
fanciful at this stage. The complications 
and rigidity of domestic and samurai- 
bond market practices are part and par- 
cel of a system which gives too much 
power to the Big Four brokers (Nom- 
ura, Nikko, Daiwa and Yamaichi). 
Banks are battling across legal bound- 


aries with brokers. Banks which are al- - 


The stunted domestic-bond 
g market could be faced with - 
2 near extinction if steps were - 
not taken to make it more at- - 


Japanese corporations are - 


cles. Quietly encouraged by - 
some in the MoF, they are set | 
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lowed to raise long-term funds are at | 


odds with the short-term commercia 
banks. 


For the time being, borrowers and - 
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investors will have to settle for the adii. 
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.| By Hamish McDonald in Port Moresby 

is A new agreement between the Papua 
| —» New Guinea Government and the 
| private shareholders in the huge Ok 
| Tedi mine has cleared obstacles to a 
| shift from present gold: extraction to 
.| large-scale copper production in two 
| years. 

| The shareholders in Ok Tedi Mining 
| Ltd (OTML) — Australia's Broken Hill 
| Proprietary Co. (BHP, with 30%), 
| Amoco Minerals of the US (30%), a 
| West German consortium led by 
^| Metallgesellschaft (2076) and the Papua 
| New Guinea Government itself (2096) 
| — have agreed to take US$280 million 
| of OTML’s US$750 million debt on to 
.| their own books in return for redeem- 
| able preference shares. 

|. The resulting reduction in OTML’s 
- debt-servicing burden is expected to 
| free the company's cash flow suffi- 
| ciently for remaining capital works — 
| estimated at US$380 million by general 


| INDUSTRY 


| By Carl Goldstein in Taipei 
" he trend towards direct foreign parti- 
cipation in Taiwan's car industry has 
. accelerated, with an agreement be- 
tween Toyota Motor Corp. and a local 
| truck manufacturer to establish a joint- 
=- venture car-and-truck plant. The huge 
. Japanese carmaker will also set up a 
| joint venture to manufacture car parts 
| with another local firm. 
-. A Toyota delegation led by company 
resident Shoichiro Toyoda arrived in 
aipei on 26 February to finalise ar- 
rangements for the new ventures, which 
had been approved a few days earlier by 
Taiwan's Ministry of Economic Affairs 
| (MEA). Despite the hoopla surround- 
| ing Toyoda's visit, including official 
. | calls on Premier Yu Kuo-hwa and other 
. leaders, the plan he announced in 
. the company of top MEA officials did 
. not look like a big boost to the govern- 
| ment’s long-held hopes of establishing a 
car-export industry. 
Ld. Further, it was a far cry from an ear- 
. | lier Toyota plan to build a plant to turn 
= | out 300,000 cars a year — half of them 
. | for export — that collapsed in 1984 after 
| more than two years of negotiations 
(REVIEW, 27 Sept. '84). Still, Toyota 
would now have its long-sought foot- 
hold in the local market. 













| An end to uncertainty — 


y ; | An agreement clears the way for Ok Tedi's operations 


| Some of the parts 


| Taiwan wants more foreign investment in its carmakers 





manager Roy Shipes — to be funded in- 
ternally. 

But in return for securing its objec- 
tive of long-term copper production at 
Ok Tedi, the Papua New Guinea Gov- 
ernment has been forced to lift obliga- 
tions on OTML to spend about Kina 19 
million (US$19.8 million) on govern- 
ment offices and other public works at 
the mining town of Tabubil and the Fly 
River port of Kiunga. 

It has also given OTML a four-year 
deferral on the requirement to build a 
permanent dam to keep tailings (the re- 
sidue after ores are pulverised and 
chemically treated to extract the copper 
and gold) from entering the Fly River 
system. An interim tailings dam, al- 
ready constructed, will meanwhile pro- 
tect the waterways. : 

Officially known as the “Sixth 
Supplementary Agreement,” the pact 
took several days of difficult negotia- 


The current two-part project is argu- 
ably more in tune with a domestic car in- 
dustry boasting six companies, which 
between them only sold some 150,000 
vehicles last year. It calls first of all for 
an NT$800 (US$20 million) expansion 
— 55% of which will be supplied by 
Toyota — in an existing truck plant op- 
erated by Kuo Zui Motors, in Chungli, 
northern Taiwan. 

An official in Toyota’s Taipei office 
said the car-and-truck venture would 
begin production in 1988 with a first- 
year output of 10,000 vehicles. Exports 
are supposed to begin in the third year, 
with 4,000 out of 33,000 vehicles in- 
tended for export. The fifth and final 
year of the plan calls for productiongof 
40,000 units, with 5,000 exported. 

At the same time, Toyota will p 
vide NT$960 million, represqnti 
80% share in the total inve 
NT$1.2 billion that will be n 
build a factory in north-central 
for manufacturing stamped body 
and other components. The min 
partner in this venture will be H 
Toyofa's local agent and a Kuo ZW af- 
filiate. 

As Toyota was finalising its 
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Mitsubishi Motors Corp. reached f pre- 
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ions in Port Moresby before being pass- - 
ed to the Papua New Guinea cabinet of - 
Prime Minister Paias Wingti on 26 Feb- 
ruary for endorsement. 

Government officials said negotia- 
tions had taken place under a virtual 
threat from the private shareholders not 
to proceed any further with Ok Tedi un- 
less the government gave way on its de- 
mands for immediate work on the per- 
manent tailings dam. The draft agree- 
ment, presented to the cabinet late in 
the evening, caused emotional out- 
bursts and heated criticism about the al- 
leged ruthlessness of foreign mening 
companies before Minerals and Energy 
Minister John K&putin won approval 
from his ministerial colleagues at mid- 
night. i 


fficials insist that chemical-pollution 

standards have not been weakened 
by the change. Residue of cyanide used 
in gold extraction is already broken 
down in a treatment plant, and OTML 
was required to meet water-quality 
criteria set by the government to i. 
no damage is caused to fish and pla 
life downstream from Ok Tedi. How- 
ever, one official said that “a permanent 
tailings system would have given greater 
control on sediment levels." 
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worker: foreign participation. 


liminary agreement to buy a 2576 stake 
in China Motor Co., a small local truck- 
and carmaker which is a subsidiary of 
Yue Loong Motor Co., Taiwan's largest 
domestic carmaker. A China Motors 
executive said he expected the link-up 
to lead to expanded production and 
some exports of commercial vehicles 
and components, though no timetable 
had yet been set. 

The 24 February announcement of 
the plan, which has yet to be submitted 
for government approval, underlined 
the leading position of Japanese com- 





On the economic side, the govern- 
ment has ended the uncertainty that has 
surrounded Ok Tedi since late 1984. At 
that time, the private shareholders were 
reluctant to proceed further with a pro- 
ject that had already cost US$960 mil- 
lion for its first stage and required 
another US$1 billion for the projected 
second and third stages. The govern- 
ment began to fear its private-sector 
partners were out simply to recover 
their expenses as quickly as possible — 
by mining out the rich gold *cap" that 
Ovetlays the copper deposits on Mt 
Fubilan — before shutting it down. 

The government, of then prime 
minister Michael Somare gave OTML 
an order to shut down mining opera- 
tions by the end of February 1985, un- 
less it showed — by letting certain con- 
struction contracts — that it intended 
abiding by the agreed development pro- 
gramme. 

This brought a series of negotiations 
that led to agreement of a Fifth 

upplementary Agreement on Ok Tedi 
» August. Shareholders agreed to 

witch gold-extraction processes over to 
processing of copper ore from late 1986, 
but made a decision on further invest- 
ment in copper production dependent 
on an "economic test" at the start of 


panies in Taiwan's car industry. Each 
domestic company has long-standipg 
technical-licensing agreements with 
foreign manufacturers to assemble 
knockdown kits. Ford Motor Co.’s local 
subsidiary, Ford Lio Ho Motor Co., 
with the second-largest share of the 
market, is the most important exception 
to the rule of Japanese dominance. 

Nissan Motor Co. had begun the 
push by Japanese companies to claim 
more direct roles in Taiwan’s car indus- 
try when it bought a 25% interest in Yue 
Loong (REVIEW, 30 May '85). 

The modest numbers involved in the 
Toyota plan — especially on the export 
e — belie the time and passion that 
ve gone into debates over Taiwan’s 


NE in general and Toyota's ef- 





foXs to get into production in Taiwan, 
in particular. For the government, it is 
as much a question of prestige as econo- 
mics; as South Korea has forged ahead 
with its sucÉessful export programme, 
much soul-searching has gone on here, 
with: officials arguing opposing view- 
points in the local press. 

Much of the discussion that led up to 
the, MEA'Ss final approval of Toyota's 
plans concerned the merits of conflict- 
ing export formulas. Vice-Economics 
Minister Li Mo and other officials who 
championed the Toyota venture pre- 
sented the final decision as a milestone 
in the country's efforts to build an ex- 
port industry, despite the small num- 
bers. na 

The governments approval of 
Toyota's plan is being criticised as 
another in a series of policy reversals, 
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1987. Should this test give a positive 
reading on profitability, the second cop- 
per line was to be operating by 1989. 
The tailings-dam question, and the 
shouldering of Ok Tedi debt by share- 
holders, were effectively left pending. 

The sixth agreement resolves these 
issues, but at the same time removes the 
test. The company is now committed to 
a second copper line that will raise ore- 
processing capacity to 60,000 tonnes a 
day by early 1988. Other works will in- 
clude a 50-mW hydroelectric plant, a 
180-km slurry pipeline, and a floating 
transshipment terminal to take copper 
concentrates barged down the Fly River. 

The government is spared much of 
the debt-servicing outlay the other 
shareholders will now assume. The con- 
cessions it has made are reckoned as 
equivalent to all but US$20 million of 
the US$56 million its 20% equity would 
have otherwise entailed. Returns are 
still some years off, but are now more 
certain. The preference shares could be 
redeemed perhaps as early as 1988, and 
tax revenues and dividends are expect- 
ed in the early 1990s. 

"The government has gained more 
than it's given up," insists Minerals and 
Energy Department official Bill 
McCann. R 


however. The earlier Toyota project's 
strongest local supporter in the early 
1980s was then economics minister 
Chao Yao-tung. Not long after he was 
replaced by Hsu Li-teh in June 1984, the 
plan collapsed. One of the major causes 
was Hsu's insistence that Toyota legally 
commit itself to the ambitious export 
goals in the plan. Then Hsu himself re- 
signed last April, to be replaced by the 
present minister, Lee Ta-hai, who no 
longer made a major export commit- 
ment a precondition of government ap- 
proval. *We've had a different car po- 
licy with each new minister," said a local 
car executive. 


ther observers were critical of the 
Toyota deal for another reason. 
"These export guidelines can't be en- 
forced anyway," said an industry 
analyst who has in the past advised the 
government on its car policy. "Their 
only purpose was so officials would have 
something to tell the public," he said. 
For years, the Taiwan Government 
been looking for ways to raise 
estic manufacturers’ technological 
els as well as encourage exports. 
al cdinpanies have been hobbled by 
size of the domestic market, 
akes it difficult to produce on 
an egPnomical scale. Protected by steep 
tariffs and an outright ban on the import 
of M panese cars, they have had little in- 
cene to upgrade their production 
ind. One measure taken last year was 
nch a six-year tariff reduction pro- 
e that will lower tariffs from 6596 
o at the end of the period. 













Ok Tedi: copper-bottomed contract. 


Economic planners in.Taipei hope 
that the Japanese carmakers’ higher 
profile in the domestic industry will lead 
to more technology transfers, which will 
benefit the industry as whole. At the 
same time, the heightened competition 
should push other local companies into 
boosting investment levels, and possibly 
seeking new capital infusions from 
other foreign manufacturers. 

There are a number of reasons why 
Toyota and other international car com- 
panies find Taiwan attractive. For one, 
It offers a small but growing domestic 
market. Secondly, it is a good place to 
source components for use in the home 
plants. Lastly, low wages make the is- 
land a potential base for production of 
down-market cars for foreign markets. 

since Japanese car imports are ban- 
ned, joint ventures with local com- 
panies offer the big Japanese carmakers 
their only hope of penetrating a market 
that, according to government esti- 
mates, will grow to 260,000 cars by 
1993. The island already has a growing 
parts industry. Exports topped US$500 
million last year, up from US$300 mil- 
lion in 1983, 

While the bulk of these are “after- 
market," non-functional parts, a grow- 
ing portion is for the original equipment 
market, which includes mechanical and 
electrical components, as well as body 
parts. With an annual production of 
more than 3 million cars in Japan, 
Toyota could clearly save a lot of money 
by farming some of its manufacturing 
operations out to Taiwan, where wages 
are about a sixth of Japanese levels. Kl 
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. | By Robert Cottrell in Hongkong 


The published 1981 ac- 
counts of Carrian In- 
vestments Ltd (CIL), 





concealed “fraud on an unprecedented 
scale . . . a house of cards," Crown pro- 
secutors alleged in the Hongkong High 
Court on 27 February, when opening 


=| their case against former Carrian chair- 
= | man George Tan Soon-gin and five 
— | other defendants. All have pleaded not 
— | guilty. The trial, presided over by Jus- 


tice Barker, is likely to last up to nine 


= | months. 


The Crown charges that Tan and his 


E fellow defendants conspired to defraud 


.actual and potential shareholders and 


— | creditors of CIL or related companies 


= | said principal 


through a series of false or misleading 


statements in and relating to the CIL’s 


published 1981 accounts. The state- 
ments, according to the Crown, de- 
scribe transactions which were false, in- 
complete or artificial, the effect of 
which was to inflate CIL's pre-tax ordi- 
nary profit for 1981 from a true figure of 
HK$140 million (US$17.9 million) to a 
published figure of HK$762 million. 

The main purpose of the deception, 
prosecution counsel 
Lionel Swift, was to keep up the price at 
which CIL shares were traded on the 
stockmarket, in order to protect the ap- 
parent value of large tranches of the 
shares which were owned by Tan and 
which he had pledged as security for 
loans to companies under his private 
control. 

Swift claimed that Tan “was in 
charge of the whole thing; he master- 
minded it; he saw it through.” He de- 


— | scribed second defendant Bentley Ho 


Kwai-chuen, formerly a Carrian execu- 
tive director, as “Mr Tan's financial ad- 
viser . . . Mr Tan's willing helper, his 
right-hand man." 

The third and fourth defendants, 
Rogerio Lam Sau-fung and Stephen 
Lam Sau-wing, were directors of the 
Bylamson group of companies, business 
partners of CIL in a share-purchase 
agreement which the Crown alleges 
could not have been completed, but 
was, nonetheless, booked as a con- 
tributor to Carrian's 1981 profit. 

' The remaining defendants, David 
Begg and Anthony Lo Chi-huen, a part- 


ner and a manager respectively in the 


Hongkong office of accounting firm 
Price Waterhouse, auditor to CIL, were 
said by Swift to have displayed “a 
catalogue of deficiences in the (CIL) 
audit, abandonment of standards, re- 






‘A house of cards’ 


=- | Former Carrian chairman George Tan denies fraud charge 


pudiation of duties," which led cumula- 
tively to *only one conclusion, an inevit- 
able conclusion — there was dishonesty 


fifth day on 5 March, dealt mainly with 
events alleged to have taken place dur- 
ing the closing weeks of 1981, and the 
first three months of 1982. At about this 
time, he said, *Carrian was a name to be 
conjured with in Hongkong — one of 
the flagship companies of Hongkong. It 
gave the appearance of a booming suc- 
cessful company, a Midas." But in fact, 
he claimed, the underlying truth was 
that CIL *was going bankrupt at the end 


PHOT 


UTH CHINA MORNING POST 


Tan: not-guilty plea 


of 1981, and so was Carrian Holdings 
Ltd (CHL), the holding company...” 
The Carrian group was at this time well- 
known in Hongkong as a property de- 
veloper and trader, and was in the pro- 
cess of diversifying into insurance. 

Swift alleged that, to protect CIL's 
“Midas” image among bankers and 
shareholders, Tan and Ho structured a 
series of “fictitious and contrived trans- 
actions" to *pump up" the profit which 
Carrian would eventually declare itgelf 
to have made during 1981 but whch 
would, said Swift, be “a lie fr 
finish." 

CIL's stockmarket image 
ticularly important, claimed Sw! 
cause Tan had been using its sh 














under his effective control. At t 
of 1981, according to Swift, Ta 
pledged to lenders niore than 38Qf myl- 
lion CIL shares with a market vafue of 






“To keep the bankers at bay," 
claimed Swift, *the share price has got 
to be kept up. Because if the share price 
drops, Mr Tan' has got to find some 
more shares (to pledge) . . . It was all 
part of a fraud, that Carrian was a King 
Midas, and that was going to keep up 
the value of the shares, and that was 
going to support the borrowing." A 
further HK$1 dropin CIL’s share price, 


once the Hongkong | here." said Swift, would have produced pres- 
stockmarket's most Swifts opening speech for the | sure on Tan from his bankers to supply 
glamorous — high-flyer, | Crown, which was due to move into its another $442 million of assets as 


loan collateral. 

The Crown alfeges not only that Tan 
and Ho structured the false transac- 
tions, but that Begg and Lo, in handling 
the CIL account for auditors Price 
Waterhouse, were also parties to the 
criminal conspiracy. The auditors, 
claimed Swift, gave the accounts an un- 
qualified approval certifying them to be 
“true and fair . . . The case for the pro- 
secution is that they were not true and 
fair at all, and Mr Begg and Mr Lo kn 
perfectly well that they were not t 
and fair." 

According to Swift, Begg and Lo 
*signed off" their work on the CIL audit 
on 26 March 1982, even though “there 
were points, and substantial points, left 
undone when those accounts were 
signed off . . . inquiries into substantial 
sums — many running into millions — 
dre simply left undone when the ac- 
counts were signed off." 

Swift said the Crown's case was di- 
rected against the individual account- 
ants, not against Price Waterhouse, one 
of the world's leading international ac- 
counting firms. Price Waterhouse was, 
he said, *not some fly-by-night firm of 
accountants," but one with "stringent 
guidelines, stringent procedures, pro- 
per practices." Begg and Lo had, he 
said, fallen short of their own firm's pro- 
fessional standards and failed to ob- 
serve its procedures. There was, he 
said, “a decision apparently made ü 
Begg and Lo to stop audit work short 
the point at which one more inquj 
would have exposed the fictitiousfna- 
ture of transactions." 

Of the transactions alleged by the 
Crown to have made a false or mislead- 
ing contribution to ClIes 1981 pub- 
lished profit, the largest was the 
anounced sale on 31 December of a bloc 
of 17.2 million shares in Union Bank o! 
Hongkong to a Bylamson group com: 

any controlled by the Lam brothers 

ogerio and Stephen, for a claimec 
gross profit of HK$313 million, with the 
amount due from the Lams said to have 
been covered by a bank guarantee. 

The truth, alleged Swift, was tha! 
*Bylamson and Asssociates never hac 
the money to pay. Not didn't have, no! 
didn't pay, but. never had the money tc 
pay. The shares were never transferrec 
... There never was a guarantee. There 
were all kinds of negotiations, but neve! 
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a guarantee . . . The announcement was a 
lie, a sham, ficititious . . . There never 
was a profit, but the auditors passed it 
into the accounts." of)" iii 

Another target of Swift's atack was 
the manner in which: CIL acquired 
48.8% of a publiclysquoted insurance 
company, China Underwriters Life and 
General Insurance ‘Co: (CUL), from 
Ayala International (Holdings). The 
deal was announced on 18 December 
1981; CIL had boughtàn initial 46.5% 
of CUL earlier that same year. Accord- 
ing to Swift, the 18. December an- 
nourtcement failed to disclose that CIL 
had in effect used CUL's own funds to 
finance the acquisition, by depositing 
HK$230 million of CUL money with 
Bumiputra Malaysia; Finance Ltd 
(BMFL), Hongkong subsidiary of Bank 
Bumiputra Malaysia, as security for a 
back-to-back loan of the same amount 
to Carrian Holdings. 

Swift later read to the court a letter 
which he said had been written to Tan 

John Marshall, Carrian's group man- 





NEM 


Ho: ‘right-hand man.’ 


Wing director, on 5 October 1982, in 
— ch Marshall described the use of 
blic company assets to secure private 
en borrowings as a situation 
whidn “ought not to have arisen and 
cannot be allowed to continue." 

Swift alleged that BMFL had been a 
major lende? to companies associated 
with Tan. Tan, he said, was beneficial 
owner of two private companies, Perak 
Pioneer and Plessey Investment, which 
between them had borrowed the equi- 
valent of more than HK$2 billion from 
BMFL by November 1981. Swift said 
BMFL’s Hongkong general manager, 
Ibrahim Jafaar, would be among the 
witnesses called to give evidence. Swift 
claimed that “Plessey was a vehicle 
which put money into CIL," and ques- 
tioned why funding should have been 


structured in this way. “Was it,” he said, 
“to maintain and advance an air of my5- 
tery .. . about where all the money was 
coming from?" oO 
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Case for the Crown 


Particulars of the charge against the six defendants 


The charge: Conspi- 
racy to defraud, con- 
trary to common law. 
George Tan Soon- 
gin, Bentley Ho Kwai- 
chuen, Rogerio Lam 
Sau-fung, Stephen Lam  Sau-wing, 
David Mackay Begg and Anthony Lo 
Chi-huen, between 1 January 1981-31 
July 1982, in Hongkong, conspired to- 
gether to defraud shareholders or po- 
tential shareholders of Carrian Invest- 
ments Ltd (CIL) formerly Mai Hon En- 
terprises (Mai Hon), or creditors or po- 
tential creditors of CIL, or any other 
person or company who might have 
been induced to accept shares in CIL as 
collateral for loans or advances to the 
defendants or any of them or to CIL or 
to Carrian Holdings Ltd (CHL) or any 
other company related to CIL or CHL 
or any company in which the defendants 
or any of them had a legal or bene- 
ficial interest, by false and misleading 
statements and by concealments as 
to the profits, liquidity and financial 
integrity of the said CIL by dishonest- 
ly: 
» Between 31 May 1981-31 July 1982, 
causing or permitting to be reflected as a 
profit in the annual accounts of CIL for 
the year ended 31 December 1981 the 
sum of HK$78,284,952.46 attributed to 
the purported sale of shares in Overseas 
Union Realty Ltd and without any 
further explanation or qualification as 
to the true nature of the profit. 
> Between 31 July 1981-31 July 1982, 
causing or permitting to be reflected as a 
profit in the annual accounts of CIL for 
the year ended 31 December 1981, the 
sum of HK$51,880,123 attributed to a 
purported management and finance fee 
from Extrawin Ltd and without any 
further explanation or qualification as 
to the true nature of the profit. 
» Between 30 November 1981-31 July 
1982, causing or permitting to be re- 
flected as a profit in the annual accounts 
of CIL for the year ended 31 December 
1981, the sum of HK$15,880,123 attri- 
buted to the purported sale of shares in 
General Bottling Ltd to Smartmoney 
Ltd and without any further explanation 
or qualification as to the true nature of 
thg profit. 
> Bn or about 18 December 1981, caus- 
ing or permitting a public announce- 
made that an agreement had 





to close that the sum was to be raised 
by dint of a loan'in that amount from 
Malaysia Finance Ltd 

) which was in turn dependent 


upon and secured by a deposit of an 
identical amount by CUL with BMFL. 
» Between 31 August 1981-31 July 
1982, causing or permitting to be re- 
flected as a profit in the annual accounts 
of CIL for the year ended 31 December 
1981 a sum of HK$81,283,668 attri- 
buted to the purported sale of shares in 
CUL to Multi-Victory Ltd and without 
any further explanation or qualification 
as to the true nature of the profit. 

» Between 31 May 1981-31 July 1982, 
causing or permitting to be reflected asa 
profit in the annual accounts of CIL for 
the year ended 31 December 1981 a sum 
of HK$84,628,967.90 attributed to a 
purported agency fee paid by Landsking 
Ltd to CIL and without any further ex- 
planation or qualification as to the true 
nature of the profit. 

» On or about 2 January 1982, causing 
or permitting a public announcement to 
be made that CIL through two wholly- 
owned subsidiary companies had en- 
tered into an agreement with Bylamson 
and Associates (Hong Kong) Ltd 
(Bylamson) under. which Bylamson 
would purchase 17,200,000 shares in 
Union Bank of Hongkong Ltd (UB) for 
a total consideration of HK$481.6 mil- 
lion, representing a profit to CIL of ap- 
proximately HK$313 million of which 
CIL had by then received 30% in cash 
on completion (namely the sum of 
HK$144,480,000) and that the deferred 
payment obligations of Bylamson were 
then secured by an unconditional bank 
guarantee. 

> Between 30 November 1981-31 July 
1982, causing or permitting to be re- 
flected as a profit in the accounts of CIL 
for the year ended 31 December 1981 
the sum of HK$313,000,000 attributed 
to the purported sale of shares in UB to 
Bylamson. 

» On or about 26 March 1982, causing 
or permitting accounts of CIL to be pub- 
lished which were false in a material 
particular in that they conveyed the 
false impression that the normal profit 
of the company before taxation for the 
year ended 31 December 1981 was 
HK$762.588 million. 

» On or about 26 March 1982 causing 
or permitting accounts of CIL to be pub- 
lished which conveyed a false impres- 
sion in that the said accounts for the 
year ended 31 December 1981 failed to 
disclose that assets of CIL to the book 
value of HK$733.2 million had been re- 
moved from the custody of CIL and de- 
posited with financial institutions as 


security for liabilities incurred by com- 


panies controlled or directed by George 
Tan, other than companies in the CIL 
group. 

The pleas: At arraignment on 19 
February, all the defendants pleaded 


not guilty. Oo 














James Bartholomew in London 

*"»alm-oil prices have crashed from 
[ US$740 a tonne a year ago to 
round US$235 a tonne as large 
amounts of Indonesian and Malaysian 
oil have flooded a market already glut- 
ted with subsidised vegetable oils pro- 
"duced in the US and the EEC. Although 
all vegetable-oil pfices are under pres- 







































itheast Asia — is among the worst 





Indonesia has exported far more in 





1e period last'year. Production has 
'eased substantially, while a consid- 
higher proportion of this output 





of Indonesia's production has 
| exported, compared with only 
Yo a year ago. - i 





his year Indonesia has been able to 
coconut oil (also among the worst 
oils) from the Philippines so cheaply 
it has used this imported oil inter- 
y and exported its palm oil, as part 
of its quest to find foreign-exchange 
earnings to replace the decline in its all- 
important petroleum-export income. 















t much higher levels in the first quarter 
of 1986 than was expected. In fact out- 
put is 100,000 tomnes a month more than 
anticipated, according to Keg Harrison 
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3c utheast Asian pálm-oil producers hit by a market crash. 


ure, palm oil — the “golden crop" of . 
past six months than it did in the 


| been sold in the world market. Reli- 
figures are hard to come by, but- 
e suggests that recently two- - 


- Malaysian production has also been 








2-32 — |*1337b | 
| (US$741.9m) 














of London commodity brokers Lewis 


and Peat. | 


The Indonesian and Malaysian in- 
creases have come as world vegetable- 
oil production has increased across the 
board during the past two seasons, re- 
gardless of falling prices. This appa- 
rently illogical behaviour in the face of a 
falling market has come because. the 
EEC and the US have been supporting 
prices paid to oilseed growers, while 
Southeast Asian palm oil, with relative- 
ly low production costs, has continued 
to be profitable. Oil palm is also a per- 
manent rather than an ahnual crop, so 
production cannot quickly be cut. 


l^ the. mix of fundamental and short- 
term factors underlying this latest com- 
modity-price collapse, government sub- 


sidy and support to farmers in Europe 


and the US is one of the most basic. 
This support has caused higher produc- 
tion of vegetable oils in these advanced 
countries than otherwise would have 
taken place. To put it in a politically 
emotive way, the governments and peo- 
ple of advanced countries are paying 
large sums of money to their farmers in 


a way that denies markets to developing- 


countries such as Malaysia and In- 
donesia. 

The US Government supports the 
production of soyabeans while the EEC 
supports the production of rapeseed 
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(US$3.3b) 
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Wine sales dropped by “¥3.6b due to adulteratec 


— X10 | Profit hurt by ¥5 billion foreign-exchange loss. Reghrrin 
| (same) | profit forecast to fall 7% for current year. i 


| dividendsanticipa 


Profits exclude extraordinary items and minority interests 
ank owned 75%. by Arab Banking Corp. and 2596 by famil 


esia and 













Indonesia, according to sources in 
London, stolé-à march on the Malay- 
sians, aggressively selling into the mar- 
ketplace over the past six months. Some 
Malaysian companies held off selling, 
presumably in the hope that prices 
would recover. But instead prices have 
fallen still: further. Something will have 
to give sometime. But the US is moving 
only cautiously towards reducing its 
soyabean support: The Europeans are 
even more relüctant to take away their 
farmers’ feather cushion. = 

In the short term, London sources 
believe there could be a rally in the 
palm-oil price. But there is no p 
of a full-scale recovery to the 
levels of a year ago. The best hopes dvi 
that less soyabeans will be planted this 
year and that the exceptionally low 
price of palm oil will win users away 
from other more expens 





















ber plantations to oil palm. The new 
trees planted in recent years will soon 


begin to yield their fruit. For many plan- 













ters it will be bitter. - 
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Sales forecast to increase 14% in current year and tote 
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Profits affected by foreign-exchange losses arising from fall 


rnover may be affected by end of maj 














Palmistry gone wrong 


The palm-oil collapse adds to Malaysia's economic woes 


By Nick Seaward in Kuala Lumpur 
Tu collapse of the .palm-oil price 
is another blow to the Malaysian 
economy, already adjusting to the ef- 
fects of the plunging petroleum mar- 
ket and the suspension, of the Inter- 
national Tin Agreement; Crude palm 
oil (GPO) and other palm-oil and palm- 
kernel oil products have been second 
only to petroleum anfl natural gas as 
Malaysia's largest earners of foreign 
exchange since overtaking rubber in 
1981. 

Although lower than in 1984, last 
year's export earnings from the palm-oil 
sector amounted to M$5.1 billion (US$2 
billion). If the physical. price of CPO 
stays at its current level of around 
M$435 a tonne, compared with last 

ar's average of M$1,050, the country 

Id face a 17% drop in the value of ex- 
ports from its food and agricultural sec- 
tor — which in 1985 accounted for 
nearly a third of visible exports. 

Malaysia's sensitivity to changes in 
the price of the commodity stems from 
its dominant position in the world 
market: Malaysia accounted for 59.95% 
of world output in 1984. Its nearest 
competitor, Indonesia, took only 
17.8%. 

A major cause of the price plunge is 
the steady increase in production since 
1984, with Malaysia producing 4.1 
million tonnes in 1985 and forecast- 
ing 4.4-4.5 million tonnes for 1986, 
while Indonesia is expected to pro- 
duce 1.4 million tonnes. Malaysia 
began 1986 with a massive stockpile of 
308,000 tonnes, exacerbated by the loss 
of large traditional markets in India and 
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Pakistan to an aggressive Indonesia in 
1985. 

Forced selling of some of these 
stocks by plantations is thought to have 
been responsible for having pushed 
prices down more than M$100 a tonne 
during February. And the pressure is 
expected to continue, with some traders 
predicting that stocks will show a net in- 
crease this month — perhaps reaching 1 
million tonnes. Yet this time a year ago, 
prices were reaching a record M$1,700 a 
tonne and palm oil was still being refer- 
red to as “the golden crop." 

Some edible-oil traders disagree 
with predictions of further price de- 
clines, however. They suggest that palm 
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plus the US and Canada and 14 European countries. Figures are for the 


oil stands to increase its 12% share of 
the world’s oil and fats market now that 
its major competitor, soyabean oil 
(which has 22%), is comparatively so 
much more expensive. 


The government hopes so as well — 


not least because it failed to foresee the 
current crisis. Even as recently as De- 
cember, Primary Industries Minister 
Datuk Paul Leong was predicting a 
steady strengthening in prices from the 
M$845 prevailing then. If recovery 
does not come soon, recriminations 


could begin to be heard from small- — E 


holders who were encouraged by vari- 
ous government agències to open up 
new land or to switch to palm oil from 


rubber. 


Since 1977, the government has been 


playing an active role in promoting the * 


industry through the Palm Oil Registra- 
tion and Licensing Authority (Porla). 
Porla statistics show that by end-1985, 
the total cultivated area under oil palm 


was 1.47 million ha — an increase of 


more than 8% on 1984. 

No'ess than 43% of that area is being 
cultivated under government-spon- 
sored resettlement schemes run by such 
agencies as Felda — the Federal Land 
Development Authority, Felcra — the 
Federal Land Consolidation and Re- 


habilitation Authority and Risda — the. 


Rubber Industry Smallholders Deve- 
lopment Authority. 
So.it is no surprise that the Land 


‘and Regional Development Minister 


Datuk Seri Adib Adam recently called 
for the formation of a price-stabilisa- 
tion scheme for palm oil with other pro- 
ducing countries — principally Indo- 
nesia. . 

Adib's, proposal has been echoed in 
the privaté sector by Sime Darby chair- 
man Tun Tan Siew Sin, who is reported 
to have suggested the creation of an 
Opec-type cartel. Gg 
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| H ONGKONG: The market took a beating amid 
| nervous trading in the absence of buying incen- 
tives. Although the Hongkong budget for 1986-87 

— revealed itself to be mild and uneventful, spirits 
| remained low. Rumours of rights issues and the 
- possible return to Manila of some of the “hot 
| money" which was said to have flowed in during 
| recent weeks might have contributed to the 
| bearish state of the market. Further corporate-re- 
| sult revelations are not expected to be breathtak- 
ing. The Hang Seng Index lost 57 points over the 
period to close at 1,685.06 with average daily trad- 


Ej 


ing at HK$210.28 million (US$26.9 million). 


= TOKYO: The market rallied pushing the Dow 
| Jones Average to a record 13,757.63 points on 3 
| Mar. Volume for the week was also high, aver- 
| aging 682 million shares daily. Dealers were the 

dominant force, supported by individuals. 
| Analysts said the market had become highly 
| speculative on currency-related issues and was 

due to hit an air pocket. The special tokkin trust 
funds and financial institutions reared their heads, 
ut cautiously. Multiple themes emerged, among 


y 


¥ 


‘them domestic demand, food and biotechnology 
issues. Although their volumes were characteristi- 
cally small, foreigners were net buyers, giving the 
market a psychological boost. 


SINGAPORE: With the market still feeling the ef- 
| fects of heavy selling pressure from the end of the 
| previous period, turnover was initially good but 
tailed off during mid-week. Average trading vol- 
| ume was 9.95 million shares, largely due to sub- 

'stantial activity in Malaysian counters believed to 
| be linked to forward-purchase contracts. As for 
| Singapore-based stocks, Singapore Airlines fi- 
| nally came in for its predicted mid-course correc- 
| tion, slumping to $$6.60 (US$3.10) at one point 
| after touching a high of S$6.95, and finishing the 
| period at S$6.70. Fraser's Industrial Index shed 
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| ALA LUMPUR: The market was skittish from 
| the start of the period on rumours that some 
stockbrokers were being investigated by the Re- 
gistrar of Companies. Prices fell more sharply 
| on 28 Feb. with confirmation of rumours of 
| Deputy Prime Minister Datuk Musa Hitam's res- 
| ignation. Fraser's Industrial Index finished 65.17 
ru oints down at 2,253.12 and average trading vol- 
| ume was a poor 7.6 million shares. TDM was 
. heavily traded, finishing 46 M cents (18 US cents) 
- down at M$1.04, while Roxy shot up at the end of 
_ the period to finish 19 M cents up on the day at 
| M$2.27 after rumours of a change in the com- 
| pany's ownership. 


| TA PEI: The market surged to an all-time high on 
| the period's last day of trading. The weighted 
| price index climbed to 970.64, up 38.44 points 
| from the previous period's close, to break the pre- 
| vious record high set in May 1984. The last day's 
| trading volume of NT$3.61 billion (US$90.3 mil- 
| ~on) also was the highest ever recorded on the 
K] tock exchaiige. Once again, the market’s strong 
| performance grew out of investors’ nearly univer- 
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| victory jolted the local stock exchanges from their apathy of the past few years with 
. many blue-chips chalking up 100% gains in the period to 5 Mar. ` 


sal optimism over improving economic prospects, 
fuelled by excess liquidity and low deposit rates in- 
the banks. Average daily transactions for the 
period remained at a high level of NT$2.56 billion. 


AUSTRALIA: Tumbling world oil prices and signs 
of government intervention in Robert Holmes à 
Court's takeover of Broken Hill Proprietary 
(BHP) early in the period sent prices lower. But 
the trend was reversed by a buying spree of local 
banking stocks by US institutions on the recom- 
mendations of a highly regarded investment ad- 
viser. The All Ordinaries Index finished 8.7 points. 
lower at 1,053.3 while the All-Industrial Index 
scored two consecutive records and closed 8.8 
points higher at an all-time high of 1,651.7. 


NEW ZEALAND: The market opened firm before 
a sharp sell-off occurred the following day as a re- 
sult of uncertain news from Brierley’s Australian 
associate IEL. However, though Brierley re- 
mained weak, the rest of the market firmed with 
strong institutional interest in the leaders. This 
ongoing support and continuing takeover activity 
saw the market close at an all-time high of 2,041 
on the Barclays Index. 


MANILA: Renewed investor interest pushed aver- 
age daily turnover to a high P35.78 million 
(US$1.6 million), the likes of which were seen 
only during the local market boom in the mid- 
1970s. Prices of favourite blue-chips rose by sub- 
stantial rates. PLDT was up 106%, San Miguel B 
rise 100% and Benguet-B increased 66%. The 
commercial-industrial section accounted for 71% 
of total turnover. The key Manila mining index 
gained 95.32 points to close at 852.42, the com- 
mercial-industrial indicator advanced 59.99 to 
226.37, and the oil gauge added 0.086 to 0.831. 


SEOUL: After a brief correction, prices resum- 
ed their steady climb, bringing the composite 
index up 1.55 points to 179.33 points, with vol- 
umes falling to 9.35 million from 40.44 million on 
an average daily basis. Heady optimism regarding 
the economy, especially exports (with the rise 
in the yen, and cheaper oil imports) pushed 
prices up. Investors greeted the news of President 
Chun Doo Hwan’s forthcoming trip to Europe 
with another buying spree. Rising fastest were 
electric machinery, up 21.18 points, and machin- 
ery, up 18.09. Fisheries and iron and steel fell the 
furthest, down 4.07 and 3.67 poigts, respectively. 


BANGKOK: Market activity remained thin due - 
to dwindling confidenceg DisgPuraged by the 
earnings and dividends roof most stocks, 
prices slipped further. DesW a show of support 
for Siam City Cement in late&rading and the an- 
nouncement of a Baht 20 (75 WS cents) dividend 
for the second half year by Sia Cement, overall 
sentiment remained depressedy The Book Club 
ndex closed at 122.81, down O@) of a point. East 
Asiatic was the period’s star pg@fformer. Boosted 
by several direct deals and 5 P-let transactions, 
the total turnover rose to 275 million shares. 
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| THE euphoria that hung over Manila following President Corazon Aquino's political | 
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NZ Forest Products 
NZ Oitand Gas 
NZ} 
Progressive 
Waitaki NZB 
| Wattie - 
_ Winstone 
Atlas-B 
Ayala 
Banquet 
Globe Mackay 
Lapanie-B — 
Oriental-B 
Phifex-B 
PLDT 
Phi Oversbas-B 
PedcoeB —- 
San Miguei-B 
Trang- Asis 


BANGKOK 


Commercial Bank 
of Korea 550.06 
Daelim ind. 505.00 
: Daewoo Corp. 866.00 
- — -— | ean Dong-A Construction 495.00 
AUST oe we . Pi. 29 Gold Star Cable 1231.00 
Visa rdc a "e l : f Han Yang Corp. 175.00 
; 2 x l ] Hanil Bank 565.00 
Hyundai Corp. 999.00 
Korean Airlines 765.00 
Lucky 928.06 
Samsung Electronic 1,824.00 
Samwhan Corp. 3,020.00 : 
Ssangyong Cement 744.00 -4A 
Sunkyung 1,306.00 48 
Korea Fund US$28.375 -43.4 
Korealntemational Trust  US$14.91245 +14 
Korea Trust US$20.20 +29 


Siam Citizens 

Siam City Cement 
Siam Commercial Bank 
Thai Farmers Bank 
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Asia Gement 
Cathay Const. 
China Gen. Plastics 
Chung Hwa Pulp 
Chung Shing Textile 
Far East Textile 
Formosa Plastic 
Koin 

Nan Ya Plastic 
Pacitic Const. 
Taiwan Cement 
Taroko Textile 
Tatung 

Tong Yuan Elec 
US! Far fast 

Yue Loong Motor 
Yuen Foong Yu 
Waisin Linwa Wire 












country chapter has a Datübóx c giving essential vital - 
statistics. And there is also a statistical round-up com- 
_ piled against a master questione provided y Year- ; 
book experts. Xn | 


piles, analyses e ana interprets them. No businessman 
can afford to ignore them. Nor can any professional or 
scholar or ar 9 has dealings with Asia. Decide 
or yourself whether. any other single medium puts the 
economic, social and political realities of Asia at your 
: ngertins, as does the Asia Yearbook. 





ow In Its 27th. Edition 

e Asia 1986 Yearbook, now in its 27th year, is bigger 

d more comprehensive than ever before. Matching 

e rapid pace of Asian development, it goes into great- 

er detail, with greater insight — a book which everyone 

who needs to know about Asia must have on the book- 
helf. 


| he Asia 1986 Yearbook includes two new chapters — 
covering a historic year in South Asia, and analysing US 
involvement in Asia — but you will find familiar chapters 
and features as well: a portrait of The Region, The 
Power Game, Population & Food, Development Banks, 
Asian Finance, Asian investment, Commodities, 
1ergy, Aviation, Shipping, Fishing, Trade & Aid, the 
ific, Asian & Pacific Giants anos, and a round- -up 
le year s news stories. 


n the past, the Asia. 1986 Yearbook ha an abun- 
1 of charts, tables and graphics to illustrate the 
material, including € a full Pu profile of each regional 
country. 

"he main. body. of the book contains chapters on 31 
countries, ranging ‘from Afghanistan to Japan, from 
Shina to New Zealand. 





Country-by-Country — 

ach country is discussed with up-to-date reviews of its 
Politics and Social Affairs, Foreign Relations, Economy 
d Infrastructure, complete with a map and lists of 
3 ing public officials. The Asia 1986 Yearbook gives 
sed, first-hand information on everything from 
otential and population trends to foreign aid in- 
nt and. Social and cukura landmarks. Each 


















































How We Didit =e 
Published by the Far Ea: tern omie Review, the” 
Asia 1986 Yearbook is the result of thousands of man- - 
hours of work during the year. Every week, the Review's - 
correspondents file on-the-spot reports from every | 
major Asian capital and every area of interest through- 
out the region. This leading team of writers, analysts, 
experts and research staff contribute (as they have reg- - 
ularly for 27 years) to keep the Asia 1986 Yearbook on 
top. of events. To give you Asia minus. the mystery, .. 
minus the myth. To give you Asia i as s only T the Far East 
ern Economic Review can. Ses NE 





Soft Cover: HK$1 70/US$23. 95/£20/5549. 50/M$56. 50 
Hard Cover: HK$200/US$27. 95/£2: micis SOMES? 
For airmail delivery, pleaseadd: = 
HK$55/US$7/£5/5$15/M$17.50 per copy. 


ASIA CHEMIN" | 





To: Publications Division, 
Far Eastern Economic Review, 
G.P.O, Box 160, 
Hongkong 


IDOL ECHTS 










Please rush me copy/copies of the Asia 1986 Yearbook as 
indicated. | enclose a cheque/postal order fOr mummu A 
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battle in the mountains of south- 
eastern Afghanistan in mid-Feb- 
ruary marked a turning point in the Af- 
han guerillas’ seven-year war with 
soviet and Kabul forces. It was the first 
major winter offensive ever launched by 
the rebels with a unified military chain 
of command linking three separate 
mujahideen forces in a common alliance 
known as Islamic Unity. 

The battle for Black Neck mountain, 
which dominates the city of Khost's air- 

ort 40 km from the Pakistan border, 
asted only one day and ended in re- 
treat. By midnight the weary groups of 
Afghan rebels were stumbling along 
dark mountain paths towards the Pakis- 
tan border, hurrying to escape the wrath 
of the Soviet helicopter gunships that 
would come at dawn. 

A n A the mujahideen failed to 
capture lack Neck 
mountain on 15 Feb- 
ruary, Rahim Wardak, 
Islamic Unity's chief of 
staff, said the battle was 
historic. *It was our first 
major winter offensive in 
seven years. We took 
three different resistance 
groups and waged a con- 
ventional battle in winter 
on our terms." 

Wardak said that 
seven rebels were killed 
and 24 wounded and 50 
Soviet and Afghan Gov- 
ernment troops killed 
during the fierce 10-hour 
battle. The fighting 
ranged from heavy artil- 
lery bombardments to 


Soviet gunships, to as- 
sault troops and diver- 
sionary skirmishes north 
of the city. Two hours 
before the assault on Khost began, the 
valleys surrounding Black Neck moun- 
tain echoed with the voices of 400 rebel 
fighters, from once-rival factions, sing- 
ing in unison. 

Their eerie chanting filled the hollow 


.valleys and resounded against the con- 


crete bunkers on top of Black Neck 
mountain where Soviet and Afghan 
army snipers peered through binoculars 
in a vain search for concealed mortar 

ositions and camouflaged shelters dug 
into the sides of the mountains. 

Then guerillas southwest of Khost 
unleashed a torrent of BM12 rockets, 
mortar shells and bullets from recoilless 
rifles aimed at Black Neck and the 
nearby post of Darvazagai, a couple of 
kilometres to the north. Accurate and 
heavy firepower from rebel positions 
peppered the mountain ridge with con- 
tinuous flashes of explosion and smoke, 
but the Afghan Government and So- 
viet troops were well protected in- 


R FROM KHOST 


side steel reinforced concrete bunkers. 

Within minutes, the guns of Black 
Neck and from the main barracks in 
Khost thundered back, pounding the 
rebel-held valleys and pinning many 
guerillas beneath rocks or inside caves. 

For myself and a mujahid trapped 
beneath a ledge during a barrage of 122- 
mm shells fired from Black Neck, there 
were five long minutes of helpless terror 
as shells rained down so close to our 
position that both of us experienc- 
ed a temporary loss of hearing. With 
each boom the ground shook and a 
shower of dust, shreds of metal and 
rocks crashed against our hiding place, 
shaking loose thin clouds of pulverised 
rock dust. 

The artillery from Black Neck and 
Khost continuously hit the rebel lines 
but many of the mujahideen were un- 





Safi and rebels take shelter: ‘we will strike again and again.’ 


concerned. The resistance fighters 
paused only occasionally to listen to the 
shrill whistle of an incoming shell to de- 
termine its probable point of impact and 
whether they should rush to shelter or 
stand and continue to fire. 

But when two Soviet gunships sud- 
denly appeared in the sky, many rebels 
fled in terror to nearby shelters as the 
shadow of the choppers passed over- 
head. The Mi8 gunships repeatedly fi 
rockets and the sound of the explosi 
was heard as far as the Pakistan bord 
40 km away. 












ne rebel gunner refused t 
don his Chinese-made anti-a 
weapon — a Dschk — and continu 


sprayed the hillside all around him 
bullet$’ and rockets. After several 
nutes of confrontation the helic 
rose higher and whirled away wit 
lone mujahid still firing after it. 
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By dusk 400 mujahideen were climb- 
ing Black Neck and Darvazagai moun- 
tains, firing Kalashnikovs and hurling 
grenades às they advanced under heavy 
enemy fire. Commander Wazil and his 
mujahideen from the Ahmadzai tribe 
advanced through the mine fields and 
quickly reached the right side of Black 
Neck’s ridge — the only group of 
mujahideen to do so during the battle. 

But Wazil and less than a hundred 
rebels found themselves out-gunned by 
3,000 Afghan troops — 
elements of the 25th In... 
fantry, the Bord? 
Guard Brigade, the Af-~ 
ghan 666 Commando 
Brigade and 40 Soviet 
soldiers. By 11 p.m. the 
two other groups of 
mujahideen failed to 
reach the ridge and the 
rebels began retreating 
back down the dark 
mountain side as tracer 
bullets arched high over 
the constant flashes of 
firing Kalashnikovs. At 
midnight all the attack- 
ers were gone from 
both Black Neck and 
Darvazagai and gathered 
in camps hidden close by 
the enemy garrisons. 

Commanders of the 
three groups of the al- 
liance — The National 
Islamic Front, Hezb-i- 
Islam and Harakat — huddled arou 
campfires to discuss what had gon 
wrong and to drink strong tea befo 
setting off on an all-night march to fe 
border. 

One of the rebel field commanders, 
Gen. Rahmatullah Safi, summed up the 
battle as he began the long*night’s walk 
towards the border. “We will continue 
to tighten the grip. We've proven that 
we are getting better organised and that 
we can ally different resistance groups 
to wage large scale battles like this. And 
we will strike again and again all over 
Afghanistan. Now the Russians will 
have to be prepared for major battles 
like this one." 

Said Safi: *For seven years the Rus- 
sians have had to worry about major op- 
erations by the mujahideen in spring, 
summer and fall. Now the Soviets will 
have to worry about winter. They've 
learned now that winter kills." 

— Jim Barry 


JIM BARRY 
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à CHECK OUT 
os WHILE YOU SLEEP 


We ve made leaving a Hilton 
International hotel almost as 
pleasurable as staying there. 

All you have to do is check 
in with the American Express’ 

Card and tell us when you 
expect to leave. During the 
night, while you’re sound 
asleep, we'll slip your Card 
receipt and itemized hotel bill 
under your door. 

In the morning, all you 
have to do is leave. No 
q^ waiting on check-out 
lines, no waiting for 
your receipt to come in 
the mail. 

And with American Express 
Assured Reservations you know 
your room will be waiting for 
you no matter how late you 
arrive at the hotel. 

Call your travel agent, any 
Hilton International hotel, or 
Hilton Reservation Service. 


AMERICAN 


The American Express Card. iE nEss 
Don't leave home without it. 
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Sanwa’s lead in China can do a lot 


QO. ties, new 


developments 

The Sanwa Bank, one 
ofJapan’s top financial 
institutions, has ties with 
China reaching back half 
a century. As a result of 
these long-standing rela- 
tions, Sanwa became a 
major partner in 1984 in 
China Universal Leasing 
Co., Ltd. (CULC)-the first 
undertaking of its kind 
with Chinese and foreign 


bank participation. CULC 
plays a prominent role 
today in assisting com- 
panies in China and 
promoting the country's 
economic development. 


A more extensive 
network 

To serve businesses 
throughout China, a far- 
ranging network is essen- 
tial. Sanwa’s activities in 
the country are supported 


for your business 


not only by CULC, but by 
offices in Beijing, Dalian, 
Shanghai, Shenzhen, and 
Guangzhou, and by one 
of the strongest banking 
bases in Hong Kong. 


The world’s 

7th largest bank 
Forward-looking 

banking made Sanwa 

what it is today: the 

world’s 7th largest bank*, 

with total assets of over 


US$109 billion and a 
vast global network. And 
all over the world, Sanwa 
bankers now offer more 
services than ever to sup- 
ort the expansion of 
usiness with China. For 
the financing experience 
and special know-how that 
your international activi- 
ties require, just ask your 
Sanwa banker. And see 
what Sanwa's lead in China 
can do for your business. 


Sanwa bankers are working for you everywhere. 


^ 
cy Sanwa Bank 
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Introducing 
the Regency Terrace 
The new sun-spangled 
wing of Hyatt Regency 
Singapore is a resort in the 
heart of the city, complete with an 
incredible four-storey waterfall, a landscaped 
pool area, lush tropical greenery, a fitness centre, squash 
and tennis courts. A bright and breezy welcome awaits every guest 
in its 320 beautiful rooms, each with its own private covered alcove. 
For business or pleasure, the Regency Terrace is a spectacular touch of Hyatt. 
Don't you WISH 
YOU WERE 
HERE.™ 
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HYATT REGENCY(S)SINGAPORE 


For reservations call 7331188 in Singapore or contact the nearest Hyatt or Travel Planner. 













| : i : = pn mew policy of every country must take into consideration geogra phical, 
-.. industrial, economic and social criteria. Countries without any energy 








g resources have tobase their energy independence on electronuclear program. 
Other countries with coal and oil resources will consider nuclear energy only 
as an additionnal security. In both cases, countries will have to deal with basic 
matters: construction of nuclear plants, uranium supply, implementation of 
all the nuclear fuel cycle activities. They will find a great benefit in dealing 
with specialists for education and training programs in various fields: uran- 
ium mines, production units or fuel storage. Together, let's split the bigger | 
problems in smaller ones. First of all, if there is some uranium. in the count Y» 
shouldit be mined? If you choose to rely on your own resources, you mayhave 
to set up. agreements for exploration services, mine engineering and ore 
processing. Otherwise, examination of international uranium market mecha- . 
nisms will bring other questions: how to secure longterm supplies? V Whatkind | 

of contract should be negociated? For the enrichment step, how to selecta reli- 
able supplier and manage a procurement based on stable commercial criteria? 
Then, for the manufacturing operations of the fuel cycle, let's study the 
local possibilities. Finally, last but not the least, what are the options for 
the spent fuel? And what about the answers? Big or small, Cogema has 
solved successfully all these problems for itself and some partners. With 
you, Cogema is ready to share its experience and find out the answers. 
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* The nuclear E company 
2 rue Paul Dautier. BP n° 4, 78141 Vélizy-Villacoublay. Cedex France. 
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LETTERS TO THE EDITOR 


Price of friendship 


I am very glad to learn that Ferdinand 
Marcos has left his country. I am 
pleased not because I have a grudge 
against him personally, but only be- 
cause his departure reinforces a theory I 
have held for many years — that not a 
single pro-American Third World 
leader can come to a good end. This fact 
holds true for everyone from Chiang 
Kai-shek in China in 1949 to Marcos in 
the Philippines today. Friendship ‘with 
the US Government just does not pay 
because betrayal always lurks around 
the corner. Conversely, enemies of 
the US have little to fear other than 
Olympic boycotts and futile naval exer- 
cises. 

Further confirmation of my theory 
can be found by studying the contrasting 
fortunes of Chiang and Mao Zedong in 
China; Syngman Rhee, Park Chung 
Hee and Kim II Sung in Korea; Fulgen- 
cio Batista and Fidel Castro in Cuba; 
Ngo Dinh Diem and Ho Chi Minh in 
Vietnam; the Shah and Ayatollah 
Ruhollah Khomeini in Iran, and Anwar 
Sadat and Muammar Gaddafi in North 
Africa, to name only a few. Washington 
has long since lost the will and the ability 
to protect or even support its friends 
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and allies. It can now only stab them in 
the back. It might therefore be wise for 
President Corazon Aquino to kick the 
Americans out of the Subic Bay and 
Clark bases. In this way she will earn 
even more respect from the Third 
World, as well as the communists, and 
will increase the chances for her own 
survival in power by not being burdened 
with the “friendship” of the US Govern- 
ment. 


Lahore M. |. Khan 


The people's triumph 


Long live the Filipino people. The de- 
mise of the Marcos regime which 
haunted us for 20 long years is glaring 
proof of the power of the sovereign 
people which no tanks, APC's and in- 
timidating armies can ever cowe. No 
single personality can ever lay claim 
to this victory. It is the triumph of a 
united people and endless prayers over 
the gargantuan armed might of oppres- 
sion. 

For a society which endured and 
persevered to see this happen, no 
better consolation can ever be had 
than the hope that once again the 
rays of democracy will reach this 
land. 
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As the Filipino people begin to re- 
build this nation, they will be con- 
stantly reminded that once in a touch- 
ing moment of history, they woke up 
from the slumber and together fought a 
nightmare brought by the reality of the 
times. 

Mendiola, Manila Aurelio Ponce Doctor, Jr 


Of little credit 


The ‘Garbage in, garbage out’ item 
[TRAVELLER’S TALES, 27 Feb.] re- 
minds me of the attempts at courtship 
by a well-known US credit card. When I 
was an 18-year-old student the company 
must have bought a list of students from 
someone at the registrar’s office. 
Adorned with long hair and a head- 
band, noisily anti-capitalist and with no 
visible employment prospects, I was 
amused by their letter which began. 
along the lines, “A degree is a syml 
usually commensurate with an execu- 
tive salary and the respect it commands. 
An XXXX Credit Card . . ." 

Several years later I was training as a 
nurse. The same credit card's entice- 
ment then was a series of letters an- 
nouncing a new era of respect and 
power for women in business and man- 
agement. It was accompanied by letters 


5-STAR 


Discover the value of having your 
meetings all planned out. From audio-visual 
equipment to casual coffee breaks down to 

well-sharpened pencils, Hilton International has it 
all thought out for you. 
To find out more about Hilton International's 
5-Star Meetings Programme in the following 9 
cities, complete the coupon below and 
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At Dunhill the search for perfection will never cease. 
Only when Dunhill is satisfied a craftsman has produced an item as near perfect as humanly 
possible will it receive the stamp of approval. 
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The Dunhill fountain pen. Fifty years ago, the first Dunhill pen was crafted to be the ultimate pen. 
Today those same standards apply. It takes no less than eleven craftsmen to produce the nib itself. Even the cap of the pen has 
been designed with a special housing device to protect and guide the nib into its correct position. 
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ALFRED DUNHILL’S PHILOSOPHY: a 


IT MUST BE USEFUL. IT MUST WORK DEPENDABLY.IT MUST BE BEAUTIFUL. 
IT MUST LAST. IT MUST BE THE BEST OF ITS KIND. 


In Dubai, 
the city’s first 5 Star Hotel is the choice 
for those who know the Gulf. 


DUBAI 
INTER* CONTINENTAL 


ú INTER: CONTINENTAL HOTELS 


Bin Yass Street, P.O. Box 476, 971 (4) 227171, Telex: 45779 
For reservations call: Hong Kong: 5-229879, Melbourne: 637219, 
Osaka: (06) 264-0666, Singapore: 2202476, Sydney: 232 1933, Tokyo: 215-0777 
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of endorsement from successful Austra- 
lian and American women. 

I declined their “Special Women’s 
Offer” of a card, addressed to me by 
name. 

Epping, Australia Neville Board 


Focus points 


I have read with keen interest the very 
informative FOCUS on SHIPPING °86 [13 
Feb.|. I would, however, like to com- 
ment on some points. 

The Southeast Asian Agency for Re- 
gional Transport and Communications 
Development (Seatac) is a non-profit 
research organisation formed by In- 
donesia, Malaysia, the Philippines and 
Thailand. It acts as a Secretariat to the 
Coordinating Committee of Southeast 
Asian Senior Officials on Transport and 
Communications (COORDCOM ) and 
works very closely with the Asean Com- 
mittee on Transport and Communica- 
tions (COTAC). 

Seatac's transport studies and trait 
ing programmes are endorsed by 
COORDCOM or COTAC and sup- 
ported by organisations and friendly 
countries. Klos Visessurakarn 
Kuala Lumpur Director, Seatac 


Pseudonyms are accepted, but letters must 
bear the writer's signature and address. 
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WEWERE THE FIRST. ~~ 
» 
ANDWE ARE THE FUTURE. 


© 1986 McDonnell Douglas Corporation 


Fifty years ago, McDonnell Douglas 
introduced the world to tomorrow. 

The DC-3 launched the age of practical com- 
mercial aviation. For the first time, routine air 
passenger service was not only possible but 
also profitable. The legacy of the DC-3: Afford- 
able technology that continues to make 
commercial aviation profitable. The MD-11 
introduces the next generation of fuel-efficient, 
large capacity, long-range tri-jets for interna- 
tional travel. Blending proven reliability with 
the best of advanced technology, the MD-11 
makes possible a future of lower operating 
costs and increased profitability. 


MCDONNELL 
DOUGLASS 





Wow wt tien LAnctr li B ah 
brings Hong Kong and 
Australia together with full 
service PE uet 
banking. 


Withthe opening of a new full 
service branch in Hong Kong, 
National Australia Bank continues 
Its commitment to bringing 
together the financial resources 
ofthe Asia-Pacific region. 


Headed by Mr. T. J. Morris, the 
new National Australia branch 
will continue to offer the same 
high standards of professional 
competitive service and personal 
attention established by National 
Australia Finance (Asia) Limited. 
In addition to the existing services 
the new branch will provide a 
comprehensive range of banking 
and financial services including: 

=Customer Deposit/Lending 
Operations. 

a[nterest Bearing Deposits, 
Certificates of Deposit. 

a Foreign Exchange Dealings. 

m[nternational Trade Finance 
Services. 

aFurocurrency Finance. 

a Money Market Operations. 
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Contact Chief Manager, Terry 
Morris or any of his staff today and 
discover how getting together with 
National Australia Bank can 


benefit your. business. 

Hong Kong Branch 

4301 Connaught Centre " 
] Connaught Place 

Central Hong Kong 

Tel: 5-262041 Telex: 75315 


Na tional Aus tralia Bank 
National Australia Bank Limited 332P5003/C 
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É CHINA ‘86 


E NEW 1 
fi THRESHOLDS 


| change looms the question of political succession — for if, 
| asis widely assumed, Deng relinquishes his leadership role 
| ir*1987, a younger generation of leaders will take the reins. 

Attention is increasingly directed at what policy route they 
will take. FOCUS analyses these and other issues crucial to China's develop- 





ment. Pages 57-112. 


T he momentous changes wrought by top Chinese leader 
M Deng Xiaoping are carrying the country further and 
4! further away from socialism as China has known it — with 

| results that, in the longer term, may prove mixed. While 
on the economic front the leadership has apparently slow- 
ed overheated growth, direct state control over some areas 
of the economy has weakened. And behind economic 


Cover illustration by Morgan Chua. 





Pages 14-16 


Corazon Aquino considers declara- 

tion of a revolutionary government as 

best way of dismantling Ferdinand 

. cos’ centralised power structure, 

and the Philippines' neighbours con- 

sider the implications of the change of 
leadership. 


Page 17 
As mediators seek to reconcile Ma- 
laysia's two top leaders, the mood 
within the ruling party seems to have 
shifted 

Mahathir. 


towards Prime Minister 





| es 32-35 dicioni 
The Muslim minority of India, long 
taken for granted by the country's rul- 
ershas begun asserting itself. But it 
faces an uphill task of retaining a 
communal identity by protecting its 
socio-religigus practices, while vying 
for a just share of economic benefits. 
48 

Hongkong takes another small step 
forward in its long march towards 
more representative government in 
Urban and Regional council elections. 


50-51 | 
A frontier tribe of Pathans settles for 
an uneasy truce after the Pakistan 
Government crushes a minor revolt. 
Meanwhile, authorities destroy a crop 
of opium poppies in another tribal 
area, despite protests that it would 
deprive the growers of their living. 


has 2 n e> + - - * 
E * ow m na NLS . 
(TTD NUM VI SAN TSE yA er ee 





Pages 113-114 

The Singapore Government confirms 
sweeping tax cuts and budgets for a 
much-increased deficit in 1986-87 to 
help pull the economy out of its reces- 
sion, but offers no clues to a long- 
term recovery strategy. 


Page 115 

The probable buy-in by banks into 
Malaysian broking houses may scut- 
tle plans to buoy up the market with a 
large, lifeboat credit package. 


Page 119 

Hongkong Land returns to the di- 
vidend lists after a healthy profit re- 
covery and sells off part of its self-de- 
fence stake in Jardine Matheson. 


Page 122 

Thailand may have to forgo funds al- 
ready committed by the IMF because 
of its unwillingness to meet the 
agency’s conditions about cutting its 
budget deficit. 


Page 136 

Japanese construction companies in 
Singapore have paid little or no tax in 
a decade, though the reasons for their 
lack of profits is hard to determine. 
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Pages 151-152 

Copies of the Review distributed out- 
side Hongkong contain a report on 
the findings of the Noordin Committee 
of inquiry into massive losses sustained 
by Bumiputra Malaysia Finance in its 
dealings with certain Hongkong com- 
panies. For legal reasons involving 
current and pending court cases in 
Hongkong, this report is omitted from 
copies distributed within the territory. 





Page 154 

Indonesia and Thailand reject the 
latest rescue plan for the International 
Tin Council, putting even more pres- 
sure on already-depressed prices. 
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Malaysian secrets 

act toughened up 

Amendments to the Official 
Secrets Act, 1972, tabled in 
parliament on 11 March, have 
introduced tougher penalties 
for offenders. All fines have 
been removed and a minimum 
sentence of one year’s jail for 


XE | breaching the act will be man- 


datory. 
The maximum penalty for 
withholding information on 


| .| suspected offenders from the 


police, or for refusing to pro- 
duce or for destroying original 
of relevant 
» papers when requested to do so 
— by authorities, will be raised 


— | from three to seven years. Four 


people have been convicted 


| under the act in its 14-year exis- 
. | tence in Malaysia — two politi- 
= | cians and two journalists. 


— Suhaini Aznam 


China joins the ADB and 
leaves Taiwan unhappy 


| (ADB) announced on 10 
| March that China had entered 
| the organisation as the Peo- 
ple’s Republic of China and 
that Taiwan, a founding 


‘ E . member of the ADB since 1966 : 


under the name Republic of 
China, will keep its seat under 
the new designation "Taipei, 
China." In Taipei, however, 
Foreign Ministry spokesman 
Cheyne J. Y. Chiu said on 11 
. March that his government 


—.| would not accept the name 
| change. 


However, Chiu said Tai- 


- | pei would not withdraw from 


the ADB. Negotiations. were 


| said to be continuing as to 
| whether Taipei would continue 


its financial contributions to 


.| the bank or participate in ADB 
| meetings. 


EN. — Carl Goldstein 
. | India imposes direct rule 


. | on Jammu and Kashmir 
_| The sensitive north. Indian 


state of Jammu and Kashmir 
has been brought under direct 
central rule following the dis- 


. | missal of the government there 


| for its failure to curb recent 
anti-Hindu riots. The dismissal 


— | became inevitable after the 
.| Congress party, which had 


been propping up Chief Minis- 


E . ter G. M. Shah's state govern- 


ment, decided to withdraw its 
support. 

Shah became chief minister 
in July 1984, following a split in 
the National Conference party 





headed by Farooq Abdullah; 
the then chief minister. Since 
Shah's downfall, several of his 
supporters in the state legisla- 
ture rejoined Abdullah's fac- 
tion. — Mohan Ram 


Aquino, US Congressman 

support Seoul dissidents. 

In its campaign to amend the 
constitution to pave the way to- 
wards direct presidential elec- 
tions, South Korea's main op- 
position party, the New Korea 
Democratic Party, has been 
able to draw on the support of 
visiting US Congressman Tom 
Foglietta — en route to Wash- 
ington from a fact-finding trip 
to the Philippines — as well as 
Cardinal Stephen Souhwan Kim, 
leader of the country's Roman 
Catholic Church.  Foglietta 


REUTER 


brought a personal message of 
encouragement from the new 


Philippine President Corazon. 


Aquino to South Korean oppo-. 
sition leaders, especially Kim 
Dae Jung, whom she had known 
when the two lived in the 
US. She hoped that “the peo- 
ple of Korea would enjoy lib- 
erty in the near future as the 
people of the Philippines enjoy 
now." 


begin autonomy talks 
A delegation of one of the 
three factions of the Moro Na- 
tional Liberation Front 
(MNLF) arrived in Manila on 
11 March to begin talks with 
the new government on au- 
tonomy for the Muslim region 
in Mindanao. 

The delegation, from the 
Abbas-Pundato faction, repre- 


«sents a group within the MNLF 


which accepts autonomy as a 


solution to the problem. A 


more fundamentalist group, 
led by Hashim Salamat, also 
supports autonomy but has not 


«sought talks with Manila. The 


third group headed by Nur 
Misuari, remains the only fac- 
tion still demanding secession. - 

— Guy Sacerdoti 





— Paul Ensor - 


_A Moro faction set to 





LETT AEN has.set up a special provision 
| from inner reserves against 

| “certain large shipping expo- 
| sures.” No provision has been 
Recessary against the bank's 
-advances to Sir Y. K. 
"World Shipping group, in 
which the bank has a share- 


Malaysia releases BMF 

loans-scandal report 
The veg ea Government 
tabled’ a White Paper before 
parliament on 11 March, con:- 
taining details of the final re- 
ort of a Committee of Inquiry : 
into the dealings of Bumiputra; 
Malaysia Finance (BMF), the. 
Hongkong-based subsidiary of. 
state-owned Bank Bumiputra , 
Malaysia (BBM). The ite 
Paper, released simultaneously 
with the committee's 6,000- 
page report, gives details of- 
what it described as *a con-: 
certed plan" to use US$872 
million in loans from BMF in 
order to make money in Hong- 
kong's booming property mar- 
ket from 1979-82. dires 
* It also gives prominence to. 
denials by senior Malaysian 
Government ministers that 
they were involved in any way" 
with the provision of these 
loans or subsequently bene- 
fited from them. (61 
It said that some of the loans 


were made to companies that. 


had not yet been registered and 
others that had a paid-up capi- 
tal of only HK$2 (26 US cents). 


— Nick Seaward - 
Malaysia reduces 1986 
growth forecast 


As expected, Malaysia has re- 
vised sharply downward its 
forecast of gross domestic 
product growth in 1986. Fi- 
nance Minister Daim Zainud- 
din announced on 6 March that: 
the estimate had been reduced 
from 6% to 3%. Blaming the 
slump in world prices for Ma- 
laysia’s principal export com- 
modities and slow growth in 
the industrialised countries, 
Daim warned that “the days of 
high growth rates are now 
Over." — Nick Seaward 


Hongkong Bank chalks up 
5% gain in 1985 profits 

The need to make provisions 
against its heavy exposure to 
the troubled shipping market 
was a major factor behind what 
chairman | Michael Sandberg 
described as "disappointing" 
results for the Hongkong and 
Shanghai Banking Corp. 
(HSBC) in 1985. Profits at- 
tributable to shareholders rose 
by 5%: over the year to 
HK$2.72 » billion (US$348.7 
million) after being up 9% at 
the interim stage. HSBC, 
which is involved with the trou- 
bled Hongkgng-based Tung 






Bank of Japan 





PS Z qt} 
shipping group among others, 


Pao’s 


holding ^ stake, although 
World's contribution tothe 


«bank's profit in 1985 was down 
;1 Problems in Singapore and 
Malaysia and elsewhere in South- 
;east Asia also affected HSBC's 
results. 
Was some increase in the bank's 


(. Li. 4 * 
inner reserves last year, said 


Nevertheless, there 


Sandberg. — Anthony Rowley 


Jit 
official discount rate 


|The Bank of Japan (BoJ; the 


central bank) lowered th maim: 
cial discount rate (which : 
bank charges on loans toc 

mercial banks) by half a point, 
to 496, in a move to steady the 
'yen against the US dollar and 
‘boost the economy. This fol- 
lows an earlier half-point cut 


| on 30 January. BoJ governor 


Satoshi Sumita said the mea- 
sure would also help adjust the 
trade balance. The latést cut, 
effective on 10 March; closely 
followed reductions in the 
same rate by West Germany 
and France, and appears to be 
part of the continuing Group of 
Five agreement on exchange- 
rate realignment. Long-term 
Japanese interest rates are ex- 
pected to fall by 0.2-0.3 of a 
pan and postal-savings an 


' 


ank-deposit rates by. half,à 


point. — Bruce Roscoe 


Rumours of rupiah 
devaluation persist :\ 
Repeated denials by senio 
ficials of an imminent devalua- 
tion has failed to slow heavy 
movements into foreign cur- 
rencies in Jakarta. Stfong 
statements almost daily’by the 
central bank governor ,Arifin 
Siregar and senigr ecónomic 
ministers appeared to have the 
opposite effect of increasing 
foreign-exchange action. Trad- 
ing on 10 and 11 March aver- 
aged US$90 million, compared 
with a normal daily leve$ of 
around US$20 million. State 
banks have been ordered to 
meet any and all orders for dól- 
lars regardless of size, and the 
rupiah- has remained fairly 
steady against the US dollar. 
Industry sources said they ex- 
pected some approaches: dur- 
ing the week by* banks to the 
central bank for special liquid- 


ity credits. = — Paul'Handley 
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F16'S ASEAN DEBUT 
Thailand will have its first close look 
at the McDonnell Douglas F16A 
fighter bomber — the frontline 
combat jet the Thai and Singapore air 
forces have contracted to buy — in 
action, when the annual Thai-US 
Cobra Gold manoeuvres get under 
way in July and August. The F16s will 
fly combat air patrols and take part in 
simulated ground-attack operations 
in support of thousands of Thai and 
American marines, elements of the 
Hawaii-based 25th Infantry Division 
and US Special Forces troops. Last 
year, Japan-based General Dynamics 
F15 air superiority fighters took part 
in the exercise for the first time. 


APRIL FOOLS’ FIX 
While the Philippines’ armed forces- 
'' POf staff, Gen. Fidel Ramos, has 
__ady retired 23 generals kept on by 
former president Ferdinand Marcos, 
some military circles are now looking 
ahead to a new hurdle for Ramos on 1 
April — the day on which 10 other 
generals, many of whom have just 
been promoted to senior positions in 
Ramos’ “new” Armed Forces of the - 
Philippines (AFP), will be due for 
retirement. Influential leaders of the 
Reform the AFP Movement, which 
sparked off the successful 22-25 
February revolt against Marcos, and 
some other senior officers believe 
these generals should be retired, 
whatever their current importance to 
Ramos, so there is no suspicion that 


THE WEEK 


i HANISTAN 

bout 200 Soviet troops and Spetsnaz 
commandos ambushed a large Afghan rebel 
pack train killing or capturing most of the 
gannas trying to bring new weapons to the 
'anjsher Valley, Western diplomats in Is- 
lamabad said (77 Mar.). 


AUSTR 
South Korfan Prime Minister Lho Shin 
Yong arrived on an official visit (6 Mar.). 


BANGLADESH 


Anti-government demonstrators hurled a 
home-made bomb at the car of the navy chief 
as a ĝeneral strike brought most of the coun- 


try to a standstill, police said (8 Mar.). 
HONGKONG 


“About 27% of registered voters turned 
out for Urban and Regional council elections 


(6 Mar.). 


INDIA 
Seven peopk were killed and 14 injufed 
in Karpurthala when gunmen apparently 


tried to assassinate a Sikh moderate in the 
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President Corazon Aquino's 
government is lapsing into Marcos- 
style favouritism in the AFP. Ramos 
himself is a long “overstaying 
general," but reform-minded officers 
generally agree to an exception in his 
case because of his key role in 
cleaning up the armed forces. 


KEEPING A PRESENCE 


Continuing Soviet leader Mikhail 
Gorbachov's higher-profile 
diplomacy in Southeast Asia, 
Moscow will send another high- 
ranking delegation to Bangkok for 
the annual conference of the UN's 
Economic and Social Commission for 
Asia and the Pacific in late April. The 
Soviet delegation will be led by 
Deputy Foreign Minister Mikhail 
Kapitsa who headed a similar 
delegation to Bangkok last year. 


ROYAL ADVANTAGE 


Tokyo and Seoul 
are playing 
political football 
over a visit to 
South Korea by 
Japan’s Crown 
Prince Akihito 
and Princess 
Michiko — the 
first royal visit 

to South Korea 
since 1945 — 
which has now been confirmed and is 
scheduled around October. Japanese 
Foreign Minister Shintaro Abe will 


street and fired on passers-by, police said (6 
Mar.). Opposition members stormed out of 
the Punjab state assembly shouting that the 
government had failed to halt attacks by Sikh 
extremists. Hindu demonstrators marched in 
New Delhi with an effigy of Chief Minister 
G. M. Shah of Jammu and Kashmir demand- 
ing the dismissal of the state government for 
failing to protect the Hindu minority from 
Muslim attacks. The government dismissed 
the state administration in Jammu and 
Kashmir and imposed direct federal rule 
over the state to curb Hindu-Muslim riots (7 
Mar.). 


NORTH KOREA 
Cuban leader Fidel Castro arrived for an 
official visit (77 -Mar.). 


PAKISTAN 

Thirty-three people were arrested for al- 
legedly inciting crowds of Muslims to sack 
Hindu temples in Sindh, it was reported (5 
Mar.). Five people were killed and 31 
wounded in a gunbattle between police and 
poppy growers in the North-West Frontier 
Province, it was reported (9 Mar.). 
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not confirm that President Chun Doo 
Hwan proposed the visit during his 
September 1984 visit to Tokyo, as E 
Japanese officials had earlier "m 
indicated and as is generally believed 
in Seoul. But some officials in the two 
capitals are quietly suggesting that 
the visit was in fact requested by 
Japanese Prime Minister Yasuhiro 
Nakasone, whose second term in. — 
office expires this autumn and who | | 


jm 
B 


wants to remain for a third term. The. | - 
royal visit is meant to continue the | - 
slow process of reconciliation 3 


between the two nations. 


SLASH AND SAVE 


New Zealand’s Finance Minister 
Roger Douglas has quietly delegated i 
nearly all his routine responsibilities | — 
to Trade and Industry Minister David | — 
Caygill while he gets on with *zero dM 
budgeting" for fiscal year 1986-87, 
starting in April. Instead of trying to 
cut back the small but cluttered 
bureaucracy by using the normal 
"shrinkage" method, Douglas is 
applying the far more radical | 
approach: starting off with a “zero” 
budget allocation for a particular 
department, he has been putting the 
onus on the bureaucrats concerned to 
explain why their jobs should not be 
abolished. Already about 70 














redundant Agriculture and Fisheries a 
Ministry employees are facing " 
dismissal and next in line for a dose of E. 
“Rogernomics” is Caygill's own AN 
ministry. | 

























PHILIPPINES 

A lawyer involved in the Benigno Aquino 
murder trial said two of those aquitted con- 
fessed their participation and the chief pro- 
secutor admitted Ferdinand Marcos pres- 
sured the court. President Corazon Aquino 
freed the last four suspected hardline com- 
munist leaders, including the alleged found- 
er of the New People's Army (5 Mar.). The 
chairman of the US congressional subcom- 
mittee on Asia, Stephen Solarz, met Aquino 
in Manila (6 Mar.). The government cancel- 
led the passports of Marcos, his family and 88 
associates who fled with him to the US (7 
Mar.). Australian Foreign Minister Bill 
Hayden met Aquino and pledged to increase 
aid to the Philippines by at least 50% (70 Mar.). 


SOUTH KOREA 

About 400 Christian students staged an 
anti-government protest outside a church 
where six US politicians observing an oppo- 
sition campaign for electoral reforms in 
South Korea attended mass, witnesses said 
(9 Mar.). Members of the opposition party 
marched through Seoul demanding election 
reforms (77 Mar.). 
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Aquino in favour of ‘revolutionary’ solution 


Her house in order 


By Guy Sacerdoti in Manila 


hile life for the majority of Filipi- 

nos has returned to normal follow- 
ing February's dramatic change of gov- 
ernment, President Corazon Aquino is 
urgently seeking legitimacy for her new 
administration so that she can begin the 
process of governmental reform. 

After moving the presidential office 
back into Malacanang Palace ahead of 
schedule, Aquino called her first 
cabinet meeting for 12 March. The 
cabinet was expected to begin the pro- 
cess of giving the new government “rev- 
olutionary" status for six months — a 
move which would allow Aquino to 
begin dismantling the administrative 
framework which centralised political 
and economic power in the hands of her 
predecessor, Ferdinand Marcos. 

Aquino's critics, mostly from Mar- 
cos’ Kilusang Bagong Lipunan (KBL) 
party, warn that Aquino may become as 
dictatorial as Marcos, though they say 
she may not copy Marcos’ style of dress- 
ing up his personal political whims in 
legal finery. The critics would like to see 
the president convene the national as- 
sembly under the present constitution 
— written in 1973 after Marcos had de- 
clared martial law the year before — 
and seek formal recognition. 

Such a move would be risky for 
Aquino, because control of the national 
assembly remains in the hands of the 
KBL. The assembly, which earlier had 
declared Marcos the winner of the Feb- 
ruary election, would have to reverse its 
decision to legitimise Aquino’s govern- 
ment — an embarrassing climbdown for 
the KBL to say the least. And should 
Aquino convene the assembly under the 
1973 constitution, thereby recognising 
the constitution’s validity, her efforts to 
institute political and economic reforms 
swiftly and rewrite the constitution 
could be thwarted by an opposition- 
dominated assembly. 

Aquino would like to avoid any de- 
laying tactics of the opposition in the as- 
sembly and quickly establish a constitu- 
tional convention, give it 90-100 days to 
rewrite the 1973 document and put the 
new constitution to the people for a vote 
sometime in November. Following 
voter approval in the November plebis- 
cite, the government’s revolutionary 
status would be revoked and elections 
for local and provincial posts, originally 
scheduled by Marcos for May, would 
take place. 

Most of the constitutional changes 
Aquino seeks are concerned with the 
president’s extraordinary powers, in- 





cluding provisions allowing for rule by 
decree, absolute power over appoint- 
ments and discretion over budgetary al- 
locations. 

Some in Aquino’s government 
favour a return to the 1935 constitution, 
a presidential system with a bicameral 
legislature and an. independent 
judiciary — all modelled on the US sys- 
tem. Others have urged the president to 
retain the national assembly, arguing 
that the new government would be able 
to draw enough defectors from the KBL 
to increase its assembly support from 
30% to a majority. Assembly members 
were elected in 1984, after martial law 
had been lifted, but under the 1973 con- 
stitution, to six-year terms — a fact that 
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would make it difficult to rid the body of 
any residual Marcos loyalists. 


here is also a debate over whether a 

constitutional convention, which 
would require elections to choose del- 
egates, should be held or whether 
Aquino should instead appoint 30-50 
“legal luminaries” to rewrite the docu- 
ment. Aquino is said to favour the first 
option, but those urging the second 
argue that the trauma of the February 
election and the subsequent popular re- 
bellion, and the need to rebuild the 
economy would make an election 
counter-productive. 

One option mooted by some insiders 
was to declare the Marcos constitution 
invalid — as it was illegally promulgated 
under martial law — and return to the 
1935 version. Then the constitutional- 


convention process, which had been 
under way when Marcos declared mar- 
tial law, could be re-established. How- 
ever, the problem of what to do with the 
national assembly would remain, 

though it could he argued that the 1984 
assembly élections were invalid because 
they were held under the 1973 constitu- 
tion, which would have been declared 
void by the new government. 

The problem for Aquino is a delicate 
one. She does not want to appear to be 
abusing the political process as Marcos 
once did and she does not want to be 
seen riding. roughshod over legal, /pro- 
cesses, particularly since a reu 
democracy and the rule of law were 
foundations of her campaign. At the 
same time, in order to meet 
her campaign commitment to 
| reform the government, she 
needs the power and the legal 
infrastructure to act resolute- 


ly. 

Aquino might be able to 
retain her popular mandate 
from the time she declares a 
revolutionary government to 
the point when she abandons 
it in favour of one formed 
under a new constitution. To 
date she has worked hard to 
meet her campaign commit- 
ments. She has released most 

olitical prisoners —. includ- 
ing former top Communist 
Party of the Philippines (CPP) 
officials Jose Maria Sison, 
Bernabe Buscayno, Edicio de 
la Torre and Horacio Moi | 
— and has quietly made | 
tact with some senior CPP of- 
ficials to try to negotiate a six-month 
ceasefire. She is also seeking to recpver 
an estimated US$5-10 billion in govern- 
ment assets allegedly salted away ; ROT 
by Marcos, his family and associates.’ 

The biggest long-term problem for 
the government, aside from rebuilding 
the economy, is the communist in- 
surgency. Sources say Aquino plans to 
organise a commission on national re- 
conciliation — likely to be headed by 
long-time personal friend Lorenzo 
Tanada — to negotiate an end to the 
guerilla war. She is also organising an 
amnesty programme for soldiers of the 
New People's Army, the CPP's military 
arm. 

Productive talks with the CPP are 
urgikely for the time beipg. The com- 
munists are demanding that the gov- 
ernment abrogate its agreement with 
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plemented before Meier talks can 
take place. : 

In addition to the Herculean task of 
squeezing such concessions from the 
government, the CPP is struggling desp- 
erately to reassess its position and 
policies in the light of Aquino's sweep- 
ing victory and popularity among the 
masses. A debate is raging within party 
ranks over the correctness of the party's 
decision to boycott the February elec- 
tion, with hardline revolutionaries argu- 
ing fôr the decision and others claiming 
the party lost much of the popular sup- 
port it had gained in récent years by not 
openly supporting Aquino. > ` 

While it is diff icult at this stage to 
gauge just how deep the party split runs, 
the outcome of the debate could result 
in leadership changes which, in turn, 
could determine how much cooperation 
the CPP will be willing to extend to the 
Aqui no government. 

Whi the party debate continues, 
... CPP publicly praises Aquino for her 
efforts to date to make good on her cam- 
paign promises, but says it wants to see 
how her administration shapes up be- 
fore it will consider negotiations. Left- 
leaning figures do hold some positions 
in the new government, but it is unlikely 
the CPP will renounce totally armed 
revolution in favour of cooperation with 
Or participation in any coalition govern- 
ment. | 


ecovering possibly billions of US 
dollars in what Manila believes to 
be Philippine Government assets, al- 
legedly misappropriated and invested 
overseas by Marcos and his friends, is 
likely to take a long time. The Presiden- 
tial Commission on Good Government, 
headed by Jovito Salonga, has begun 
seeking to freeze Marcos-family assets 
in the US — along with those of some of 
Marcos' business associates, including 
Miguel Corp. chairman and 
conut king" Eduardo Cojuangco Jr, 
Who fled the country with Marcos. 
Salonga, who will visit the US soon 
to discuss the assets issue with US Gov- 
ernment officials and legal experts, 
plans to freeze the suspect assets where 
possible by seeking temporary restrain- 
ing orders ie US and other courts to pre- 
vent liquidity of assets or withdrawal of 
cash from banks until ownership can be 
determined. Then he will pursue any 
legal cases which can be made — mostly 
on,the basis of records the new govern- 
ment says it has obtained since Marcos 
fled the country — in courts in the 
Philippines, where most violations of 
the law would have taken place. 
~ Should the Philippine courts decide 
Marcos and his friends had illegally di- 
verted government funds abroad for 
personal use, recovery of the funds 
could then be sought through existing 
agreements with the US. u 





mei land-reform scheme ebei im- | 
Asean partners look nervously at uprising against Marcos 


By James Clad in Singapore 


E Philippine election, with its dis- 
puted result-and dramatic after- 
math, has exposed deep ambiguities in 
the region's understanding of its errant 
neighbour. In both private and public 
statements, Manila's Asean neigh- 
bours generally showed themselves un- 
able either to anticipate or influence 
events. 

“Just imagine the flood of words if 
the same degree of crisis gripped 
another Asean member," one Western 
diplomat in Singapore remarked. “De- 
spite 20 years together, the rest of Asean 
has remarkably little understanding ot 
the Philippines." Another envoy from 


outside the region commented that “it 
was only the US media making a world- 
class story of the elections that roused 
Asean interest at the end of last year." 
However unfair these observations, 


it seems odd at first glance that coun- 
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Murdani; Ver: long-time friends. 





tries linked for 20 years in an association 
should keep pained silence or sit on 
their hands while a long-standing leader 
is summarily evicted from power. It is 
difficult to imagine such restraint in 
other, strategically vital regional group- 
ings. Yet the silence and apparent inac- 
tion are misleading. 

Diplomatic sources pointed to at 
least two reasons for the reticence: 
Washington has vastly more influence 
in its distant ex-colony than does Asean, 
and secondly, the list of former presi- 
dent Marcos' Asean friends had shrunk 
to almost nil. In fact, Manila's impenc- 
ing chairmanship of the Asean foreign 
ministers’ permanent standing commit- 
tee under a rotating system had started, 
by the end of last year, to produce an 
amount of dismay in Asean. 

Singapore Prime Minister Lee Kuan 






Yew publicly voiced concern about 
Marcos for the first time last year, while 
Malaysia Prime Minister Datuk Seri 
Mahathir Mohamad refused to meet 
him so long as the Philippine claim to 
Sabah remained unresolved. And even 
Indonesia, while preserving key 
friendships in the Marcos regime — 
armed forces commander Gen. Benn 
Murdani has a long-time friendship with | 
his former opposite number, Gen. Fa- 
bian Ver — made little effort to hide | 
misgivings about Marcos use of power. 
But that misgiving paled by compari- — 


son to dismay about how Marcos was |. 


forced to give up that power. The direct 
— however fleeting — involvement of 
the urban masses in engineering Mar- 
cos' departure shocked some of Asean's 
authoritarian regimes. Like the de- 
posed president, Asean leaders also 
have worked carefully to establish 
legitimacy and longevity. In short, how- 
ever pleased the Asean countries now 
are that stability seems only to have 
been threatened fleetingly, the experi- 
ence has been unsettling. 

Sources said this unspoken unease 
helps explain the low Asean profile dur- 
ing the crisis. Although Philippine poli- 
tics has no equivalent elsewhere in the 
region, the vitriol poured by the foreign 
and Philippine press on Marcos’ long 
litany of sins — “crony capitalism,” 
military abuses or overseas havens of 


wealth — rang some bells in countries | 


where similar, if more subdued, accusa- 
tions have surfaced. And the jubilant | 
mood of ordinary Filipinos undoubtedly — 
elicited sympathy from Asean TV view- 
ers — even if they generally had little 
understanding or experience of the 
abuses which propelled President Cora- 
zon Aquino into power. 

Against this background, diplomatic 
sources professed “no surprise what- 
ever” when official post-election reac- 
tions from Asean capitals had a "calcu- 
lated sense of detachment.” Marcos did 
not receive a congratulatory note from 
any Asean country. Only the possibility 
of civil war posed by the open revolt by — 
Defence Minister Juan Ponce Enrile 
and former deputy armed forces chief 
(now chief) Gen. Fidel Ramos prompt- 
ed the Asean countries to issue a joint 
statement. 

Before that moment their individual 
statements lacked fire. *As a fellow 
member of Asean, we want things to . 
stabilise in the Philippines so that they - 
can get on with the very important eco- 
nomic problems they have to tackle," 
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. | nabalan had said a week after the 
. | disputed polls. His Malaysian and In- 
| donesian counterparts confined them- 
selves to similarly anodyne comments: 
the Filipino people “need to work out a 
solution themselves," Tunku Ahmad 
Rithauddeen — Dhanabalan's Malay- 
| sian counterpart — remarked. In- 
= | donesia’s Mochtar Kusumaatmadja ag- 
= | reed. Brunei kept silent. 

— | Only Thai Foreign Minister Siddhi 
- |. Savetsilà offered a glimpse of more 
| forthright dismay: The “volatile situa- 
| tion in the Philippines” meant that “re- 
percussions may be tremendous if 
something untoward happens," he said, 
a few days after the disputed poll. Thai 
diplomats explained this more overt an- 
xiety by pointing to fear that unrest in 
the Philippines “might weaken the 
Asean diplomatic position in In- 
. | dochina," and divert US attention away 
= | from the Cambodia problem. 

- | But other factors guided the re- 
| sponse elsewhere. Feeling the proxim- 
= | ity of Indonesia’s own presidential con- 
= | test in 1987, Jakarta chose not to *over- 
| play" the Philippine events, an Indone- 
| sian diplomat told the REVIEW. Ab- 
sorbed by domestic political events in 
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| By Carl Goldstein in Taipei 

Él b d dramatic course of events in the 
El Philippines has been watched in 
SR Taiwan with keen interest, perhaps to 
.| an extent matched in the past only by a 
- | few big news stories from the US. Part 
_ | ofthe reason no doubt has to do with the 
_| Philippines’ proximity — Manila is only 
.| two hours from Taipei by air — and the 
.| presence of some 800,000 Overseas 
| Chinese in the Philippines. 

E But just as important, the relevance 
of Ferdinand Marcos’ downfall to 
.| Taiwan’s own situation and the lessons 
.| to be drawn from it have become sub- 
.| jects for hot debate here. Certain rough 
parallels are clear enough. Taiwan re- 
| mains under martial law after 37 years 
| and has experienced one family—rule for 
an even longer time. 

. President Chiang Ching-kuo, now in 
Hn his second six-year term of office, was 
.| elected by a national assembly that obe- 
.| diently follows the instructions of the 
a ruling Kuomintang (KMT), of which 
| Chiang is chairman. Elections for na- 
_ tional and local posts are invariably 
| marred by well-founded accusations of 
= | fraud mostly on behalf of the, ruling 

| party, and election rules are stacked in 
= | the KMT's favour. 

P For Taiwan's opposition grouping, 
. | known as the tangwai, the Philippine 
= | drama has provided rich ammunition 
— | for rhetorical attacks on the KMT. The 
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| be held before April 1987 — an 


i Mala VS ae where elec ‘ions must also 
d upset 
by references during the Philippine 
election campaign to Manila’s dormant 
claim to Sabah, Kuala Lumpur’s gov- 
ernment-run radio and TV often gave 


subdued coverage. 





B: however tame much of the 
public Asean response appeared to 
be, privately diplomats from these 
countries have been more voluble. 
Some talk about an informal under- 
standing among Asean countries to take 
their cue for post-election reaction from 
Jakarta. 

Others, from Indonesia and Ma- 
laysia especially, are critical of the 
highly visible US hand, contrasting 
the US attitude — especially what one 
diplomat described as the *astonishing" 
role of US press and congressmen — to 
the vastly more restrained approach 
that the Dutch, English or French 
these days take when attempting to in- 
fluence their former Southeast Asian 
colonies. 

Some of these remarks reveal an in- 
comprehension of the way the Philip- 
pines works and a distrust, still, of the 
"Asian credentials" of the Philippines 


| A view from the wings 


_| The KMT and opposition see a lesson from the fall of Marcos 


Eighties weekly, a leading opposition 
magazine, headlined its 1 March cover 
story "The KMT's Nightmare." Cora- 
zon Aquino's success has emboldened 
opposition activists, contributing to 
stepped-up efforts to establish a for- 
mal opposition party, which has been 
expressly forbidden by emergency legis- 
lation in effect, together with martial 
law, since the end of the 1940s (page 
46). 

There are signs that the KMT, for its 
part, has drawn the lesson that it must 
take action to keep the opposition in its 
current poorly. organised condition. 
Sources say that Taiwan's powerful 
security agencies, most notably the Gar- 
rison Command, are preparing to take a 
more hardline position. 

The official media has sought to por- 
tray the turmoil in the Philippines as an 
object lesson of the dangers of untram- 
melled freedoms. The KMT's official 
organ, the Central Daily News, said in a 
25 February editorial (which appeared 
just hours before Marcos left his 
palace): “The tragic chaos in the Philip- 
i forewarns us of the importance of 

armony and unity . . . Our heartfelt 
expectation is that both the govern- 
ment and the people will be loyal to the 
nation and work together with sincer- 
ity.” 

Extensive news coverage of events in* 
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especially abou 
Ü. 's:af- 
fairs. A comment in the Jakarta Post is 
illustrative: it called US envoy Philip 
Habib's visit to Manila a “grand assign- 
ment" needing “massive political lever- 
age to manage the present social politi- 
cal revolution . . . which the US . . . sim- 
ply does not have." 

Yet for all the sardonic dismissive- 
ness implicit in these views, Manila's 
Asean partners continue to depend to a 
surprising degree on foreign, mainly 
American, reporting for news of a phys- 
ically close but somewhat culturally re- 
moved partner. And during Febrtiary, 
they also found themselves in one 
breath disapproving the US role and in. 
the next calling for more resolute US ac- 
tion during the unsettled weeks after the 
poll. ^ | 

In addition, something of an “infor- 
mation gap" exists in Asean's knowl- 
edge of key figures of Aquino's new 
government — an ignorance that ex- 
tends to Aquino herself. Some suggest 
Asean diplomats in Manila made li 
effort to cultivate opposition figit _ 
others say only the US Embassy, given 
the Americans’ “special relationship,” 
could do so with impunity. Whatever 





Manila during the critical weeks before 
and after the 7 February election 
brought the issues forcefully before the 


public. The KMT's press overseers nor- 
mally ensure that the treatment of sensi- 
tive domestic political subjects stays 
within allowable boundaries. Foreign 
news, however, is given greater leeway, 
unless it involves China or its activities 
around the world. | 
Initially, then, newspapers were free 
to play up the Philippines upheaval ac- 
cording to the editors’ own news judg- 
ment. The result was a massive outpour- 
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theireasons, that gap. does | exist: one | agenda 


major Western embassy reported re- 
ceiwing an informal request for more in- 
formation from the Indonesian military, 
anxious to know more about the new 
decision-makers. 

‘Comparatively few Asean national 
newsagencies, or major: newspapers, 
sent correspondents to cover the poll 
and its aftermath. ) 


| t was left largely to the small, legal op- 
position parties to be vocal about the 
Philippines. Singapore's tiny {one par- 
liamentary MP) Workers’ Party. raised 
Aqufno's “courageous stand" after the 
election and said it "shared the anger of 
Filipinos robbed of fheir rightful, vic- 
tory." Opposition politicians in Malay- 
sia — also distant from any real influ- 
ence over their country's foreign policy 
— urged Mahathir to "de-recognise" 
Mateos because of election impro- 
prieties. An opposition MP from Malay- 
sia’s Sarawak state also “monitored,” 
unnoticed, the election for the Socialist 
national umbrella group... 

Now that Aquino's government has 
become fact, Asean's overriding wish is 
rapidly to re-integrate their wayward 
friend into the regional nexus. On the 


ing of detailed reports, some filed by the 
newspapers own reporters, others 
translations of newsagency articles, 
along with extensive analyses by local 
scholars and commentators. Local jour- 
nalists say the KMT soon became 
alarmed by the tenor of the reporting, as 
well as the implicit and explicit compari- 
sons being made. 

About a week after the election, the 
party’s Department of Cultural Affairs 
directed the island’s two dominant 
newspapers, the China Times and the 
United Daily News, to reduce the 
amount of space devoted to the story. 
The order appears to have had little ef- 
fect, however. Press sources said the 
ico As: dailies’ competition for reader- 

them to ignore the party’s in- 
mni ons, as has happened on a few oc- 
casions in the past. 

"It was a big mistake for the govern- 
meNtto allow such wide coverage of the 
Philippines situation in the press,” said 
a, Taipei university professor. It ap- 
peared that, tactically speaking, he 
might be right. Many people who are 
not normally interested in politics were 
expressing their admiration for Philip- 
pine-style democracy, which gave 
Filipinos the power — with helping 
hands from the military and the US — 
to force an unwilling president from of- 
fice. | 
; At. the same time, crucial differ- 
ences between the two countries made 
quick comparisons tricky. Most obvi- 
ous is that Taiwan's booming economy 
has given many people a clear stake in 
the status quo. "We're living pretty 
well,” said a low-level government offi- 
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nda are plans to hold an Asean-wide 
gathering of economic ministers in 
Manila in April. Shortly thereafter 
Asean foreign ministers will have an op- 
portunity to get together — when they 
gather in Bali for President Reagan’s 
meeting with Indonesian President 
Suharto at the beginning of May. There- 
after, the six nations are likely to hold 
their third heads of government sum- 
mit, also in Manila. 

But apart from the addictive Asean 
habit of meetings, the question now be- 
comes what can Manila’s Asean 
partners do to make the Philippines a 
more stable and prosperous place? 
Some of Manila's Asean neighbours 
sense a chance to tie US help for the 
Philippine economy to a better trade 
deal for Asean as a whole. 

Arguing that trade is better than aid 
as a quick tonic to Manila's economic 
problems, they argue also that singling 
the Philippines out for special treatment 
is unfair to the rest of Asean. Visiting 
US deputy trade representative Michael 
Smith acknowledged in Singapore that 
he had heard argument to this effect 
during his tour to various Asian (and 
Asean) countries at the end of an event- 
ful February. Oo 


cial, “so why complain?” With living 
standards rising steadily during the past 
25 years, the opposition has not been 
able to attract the overwhelming popu- 
lar support that carried Aquino into 
power. 

Another key difference is that 
Taiwan has no counterpart to the 
unique role played. by the Roman 
Catholic Church in the Philippines. Asa 
result, opposition forces here have. no 
effective counterbalance to the. KMT's 
party organisation, which extends down 
to the smallest village. 

From another point of view, Marcos’ 
fall presented the KMT with a ticklish 
problem. Despite the absence of dip- 
lomatic ties, which were severed in De- 
cember 1975 when Manila recognised 
China, important military and security 
links continue up to the present. Taipei 
trains elements of Philippine security 
forces at an army base in north-central 
Taiwan and: sells Manila substantial 
amounts of military equipment, includ- 
ing small arms, artillery shells and am- 
munition. 

It seemed likely that the change of 
regime in Manila would not lead to a 
rupture in these relationships. But when 
the Aquino government signed its first 
agreement with a foreign government 
with Peking’s minister of culture, it 
showed that' Taipei had no hope of re- 
storing diplomatic relations with the 
Philippines, despite calls by a number of 
KMT legislators. to seize the presumed 
opportunity. Nevertheless, Taipei is 
expected to initiate talks with the 
new government to expand commercial 
‘ties. o 


MALAYSIA 
Overplaying 
his hand 


With no word from Musa, 
Mahathir’s forces gather 


By Suhaini Aznam in Kuala Lumpur 
M alaysia's leadership crisis —follow- 
ing the resignation of Deputy 
Prime Minister Datuk Musa Hitam on 
27 February — went into a holding pat- 
tern with the departure of a four-man 
delegation to London to discover whe- 
ther Musa was prepared to. come back 
into the fold. 

One of the mediators, Perak Chief 
Minister Datuk Seri Ramli Ngah Talib, 
returned on 11 March, ahead of the 
others, but Musa was still keeping his 
party — the dominant United Malays 
National. Organisation (Umno) — and 
the country guessing. Ramli had no- 
thing more concrete to report than that 
Musa would make a decision “in two or 
three days." 

“The five of us had a lengthy discus- 
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Musa: keeping the country guessing. zi 


sion over the matter and there was no 
persuasion on our part for him to with- 
draw his resignation," said Ramli. 

In Kuala Lumpur, Prime Minister 
Datuk Seri Mahathir Mohamad studi- 
ously avoided both the subject of his 
deputy's letter of resignation — sche- 
duled to come into effect on 16 March if 
not withdrawn — or the host of injured 
feelings in it. In the interval, more 
pieces of the puzzle seem to have fallen 
into place. 

The delegation left with a five-point 
plan — basically a series of fall-back po- 
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n and gracefull 
wed from a total 

previous posts, 

g government and 
p posts save that of MP for Panti and 
mno division chief of Segamat, Johor. 

Johor is Musa's home state and in the 
- north-south power rivalry, it is standing 
steadfastly by its son. A predominantly 
Johor crowd, some 6,000 strong, rallied 
at the airport to wave off the mediators. 
Placards proclaiming 'Long Live Datuk 
Musa!’ and posters showing his picture 
lined the driveway. | 
^ Outwardly, the send-off was an im- 
-= pressive show of solidarity. But increas- 
ingly, insiders feel that chances of 
Musa's return appear slim. Apart from 
the loss of face and credibility he would 
suffer by withdrawing his resignation, 
none of the conditions which sparked 
his dramatic move has changed. The 
mediators left without any compromises 
 tooffer Musa and the fact that they went 
-with Umno's blessing but not its finan- 
. cial sponsorship, showed that Mahathir 
had taken a tough stand. 












































A. though Mahathir has declared that 
E" he never allows personal feelings to 
|. interfere with work and that he was pre- 
- pared to work with anyone, Malay 
«politicians feel that relations will never 
^ be quite the same again. 


| insiders hint that Musa may have over- 
j played his hand. Events at the Supreme 
~ Council meeting on the 28 February ap- 
parently did not turn out as planned for 
him. Whereas his allies were supposed 
to have sought an extraordinary general 
meeting — the only forum that can pass 
`a vote of no confidence in a leader — 
they were pre-empted by a series of 
Mahathir allies. 

By the time Musa's allies — promi- 
nently Johor Chief Minister Datuk 
Abdul Ajib Ahmad, Federal Territory 
Minister Datuk Shahrir Samad and 
Land and Regional Development 
‘Minister Datuk Seri Adib Adam and 
Education Minister Datuk Abdullah 
Badawi — got their turn to speak, much 
of the wind had been taken out of their 
sails. In the end, it was they who 
Suggested that a delegation be sent to 
ask Musa to return. 

© To clinch the evening for Mahathir, 
Jmno Youth chief Anwar Ibrahim, a 
Mahathir stalwart known for his orator- 
cal skills, held forth on the subject of 
party discipline. Differences within the 
party, Anwar reportedly said, should be 
-privately voiced at the Supreme Coun- 
cil. Umno, which has a tradition of clos- 
ingranksin public, apparently fell silent. 
As a tinal touch, according to Umno 
aides, Mahathir himself opened a file to 
reveal that Musa had in fact submitted a 
letter of resignation in 1984, to be made 
effective one year later, if Mahathir did 
not remove Musa's former rival, Tunku 
Razaleigh Hamzah, from the cabinet. 
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As some of the dust settled, Umno | 


about reports of this version, said: "Lam 
not aware of it. It is mere speculation.” 

Although Musa's version of his grie- 
vances has been widely disseminated — 
on the black market a photocopy of his 
resignation letter can fetch  M$50 
(US$20) — Mahathir has been drawn 
on the subject only once, in an interview 
with the Jakarta newspaper Kompas. 

In an uncharacteristic, indirect allu- 
sion to Musa’s impatience, Mahathir 
was reported by the newspaper as say- 
ing that the present system of succes- 
sion, avoiding open competition for the 
top post, was the best for Malaysia. The 
system, he said, had run smoothly since 
independence and only required pa- 
tience on the part of the number two. | 

Asked about cases where the prime 
minister served for a long period and 
their deputies became impatient, 
Mahathir replied: “It is not the fault of 
the system but a question of personality. 
(The late prime minister] Tun Razak 
waited for 13 years before he took over 
from the tunku [Malaysia's first prime 
minister Tunku Abdul Rahman]. There 
was no problem." 

Meanwhile, letters, some signed and 
some anonymous, obviously from 
Mahathir sympathisers, have started to 
appear — a clear attempt to counter 
sympathies inspired by Musa's resigna- 
tion letter by using the same tactics to 
circulate the other side of the story. 
lhese letters criticise Musa for in- 
gratitude. They point out that Musa was 
Mahathir's endorsed running-mate in 
the 1984 party elections and that 
Mahathir had accepted.in its entirety 
Musa’s list of candidates during the last 
major cabinet reshuffle in July 1984. 

If, as is expected, Musa now chal- 
lenges for the Umno presidency in 1987, 
the decisive factor could rest with 
Razaleigh, Musa’s rival for the party 
deputy presidency in 1981 and 1984. But 
Razaleigh also has reason to bear a 
grudge against Mahathir, for breaking 
tradition and endorsing Musa in the 
1984 contest. Razaleigh has maintained 
a shrewd low profile in the present 
crisis. He can afford to wait and see, 
probably showing his hand only just be- 
fore the 1987 party assembly. 

Razaleigh's supporters are loyal. 
Despite being the incumbent and the 
endorsed candidate, Musa only won by 
a margin of 243 votes in 1984 — polling 
744 votes against Razaleigh’s 501 — al- 
most the same numbers each had polled 
in 1981 when Musa won by 205 votes. 

The initial shock of Musa’s dramatic 
resignation has already begun to wear 
off for the nation, and even somewhat in 
Umno. Increasingly, many see the rift 
as a matter of personality differences 
between two strong leaders. The prob- 
lem, said several Umno members, is be- 


| tween the two men, rather than being a 


larger Umno problem, much less a na 
tional one. ci 
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Anunshakable resource 
inashifting universe 


Every day, the world of telecommunications becomes 
more complex. 

New equipment appears, new suppliers enter the 
market, new methods - and even completely new 
technologies — evolve. 

In this universe of change, there's one unshakable 
resource. A resource which has emerged unscathed 
from the turbulence of the last ten years. A resource 
which provides a firm framework for the future. 

Ericsson Telecom. 

A single organisation that offers 
unique total telecommunications 
capability. 

We've adopted the diamond as the 
symbol of this unique resource. Diamonds are rare and 
valuable. Diamonds are almost indestructible. Above 
all, the facets of a diamond work together to reflect 
the brilliance of its inherently simple core structure. 

At the core of Ericsson Telecom lies the AXE 
digital switch — one system, comprehensively capable, 
modular, future-proof. The facets of the Ericsson 
Telecom diamond reflect the total competence of this 
uniquely successful core concept. 

Ericsson Telecom offers access to the world's most 
advanced network hardware and software. ..the 
world's widest spread of national support offices... 
the world's most successful telecoms research and 
development...and the world's best record in 
managing the transfer of technology. 

Any telephone company choosing Ericsson 
Telecom as a partner is making a wise investment in 
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The unique total telecommunications capability of 
Ericsson Telecom cannot be described in a small space. 
Get the full story of the world's most successful system 
after its first astonishing decade, and see the future it 
offers from now until the end of the century. 

Write to Ericsson Telecom for 'The Most Valuable 
Asset in World Telecommunications; a new brochure 
which brings out the brilliance of the diamond, facet 
by facet. 


Ericsson Telecom, S-126 25 Stockholm, Sweden. 
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CFM56 SERVICE. 

BUT TONED UP 
_AND IN PLACE 

AROUND THE WORLD. 








Whenever a CFM56 customer 
airline has a problem, anytime, 
anywhere, they can depend on 
their CFMI Customer Support 
Manager to be suited up and 
ready to employ the resources of 
the world's finest engine manu- 
facturers. Through individualized 
service and support he'll provide 
superior engine operation. 

Because CFM56 engines 
are backed by the people and 
resources of General Electric 
U.S.A. and SNECMA of France, 
our responsiveness is world- 
wide. With 450 Technical 
Representatives in 45 
countries, and aviation 
service shops available 
24 hours a day. CFM has 4 
carriedon the tradition 4 
of the finest product 
support services 


MILLIONS OF MILES AHEAD. 










available in the world. Respon- 
siveness for customer satisfaction 
is of prime importance. 

This responsive backing starts 
long before CFM56 engines are 
delivered. Training is available for 
all operating levels of an airline. 
Technical information comes in a 
wide variety of media, including 
regularly updated manuals. Then 
there's added support planning. 
Shop layouts. Cost-effective pro- 
visioning. Parts warehousing in 
both the U.S.A. and France. The 
CFM support network supplies 
all this and more. 

Best of all, the entire CFM56 
support program has been 


x in place for years. And 
PA we ve proven it works. 


Just ask one of our 
more than 50 CFM56 
customer airlines. 


cfm C international 


A JOINT COMPANY OF SNECMA, FRANCE AND GENERAL ELECTRIC COMPANY, U.S.A. 
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Wingti tightens ship 


A leaner regime demands more accountability 


By Hamish McDonald in Port Moresby 


W ith his first budget ramrodded 
through parliament, Papua New 
Guinea Prime Minister Paias Wingti has 
passed with unpredicted speed his first 
impertant leadership ordeal since tak- 
ing office last November in a vote of no 
confidence againste the, country’s 
“founding father,” former prime minis- 
ter Michael Somare. 

Wingti has revealed himself to be 
made of much harder metal than So- 
mare, and probably more than his own 

litical backers expected. He has puta 

loated, lethargic government ap- 
naratus on a leaner regime, requiring 

‘der work and greater accountability 

m both bureaucrats and politicians. 

Some politically difficult measures 
have already been announced, notably 
the plan to sell off the thousands of 
houses hitherto provided by the govern- 
ment for officials. In an interview just 
before the budget, however, Wingti 
said he had not yet begun to “get tough” 
with the 52,000-strong bureaucracy. “I 
am just cautious now because the 
danger period is not yet over,” he said. 

His reforms meet criticisms of Papua 
New Guinea's economic management 
voiced last year in a review by the IMF, 
and just recently in the World Bank's 
latest country report. As far as they go, 
they are also applauded by Port 
Moresby businessmen. The main doubt 
is whether Wingti can carry them 
through. 

In. trying to divert government re- 
sources into productive areas rather 
than maintaining politicians and public 
servants in the style to which they have 

ome accustomed, Wingti is attack- 

. the prevailing political culture of 
Papua New Guinea. Since indepen- 
dence from Australia in 1975, Western- 
style party politics have tended to give 
way to "big man" cliques based on 
wealth and influence-peddling that are a 
throwback to traditional trading in land, 
pigs and women (REVIEW, 6 June and 
15 Aug. '85). 

Wingti has refused to dispense funds 
and favours to assorted political bac- 
kers, business associates and “wantok” 
(ohe-talk, or clan) friends. “He is trying 
to reverse the cycle," said one foreign 
diplomat in Port Moresby. “The news- 
papers like it, the business community 
likes it, but is it in keeping with Melane- 
sian expectations?” 

Most analysts, and Wingti himself, 
agree that it is not. Worries centre on 
the ramshagkle coalition Wingti asgem- 
bled in the 109-seat National Parliament 
last November. It is based on his own 
group, called the People's Democratic 
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Movement, comprising defectors from 
Somare's Pangu Party, the New Guinea 
islands-based People's Progress Party 
led by 1980-82 prime minister Sir Julius 
Chan, and the nomadic Highlander 
MPs who have followed former deputy 
prime minister lambakey Okuk back 
and forth across the parliamentary 
floor. 

A constitutional provision protects 
Wingti from a vote of no confidence for 
his first six months. However, blocking 
the budget or other disruptions could 
have much the same effect, and the six- 
month “honeymoon” now has only 
another three months to run. Somare 
has said he will not mount such a vote, 
but has challenged Wingti to prove his 
mandate by calling a “snap” election, 


Wingti; Chan; Okuk: ramshackle coalition. 


which in the context of Papua New 
Guinea's enormous logistical problems 
means near the end of this year, rather 
than July 1987 when the present parlia- 
ment's five-year term expires. 


W ith 50-60% of sitting MPs losing 
their seats in past general elections, 
Somare seems unlikely to win much 
backing. “Why derail the gravy train 
when it still has some way to run down 
the track?” asked one ministerial staff 
member. However, it is just possible 
that unfulfilled hopes of ministerial 
perks and the electoral advantages of in- 
cumbency could spark more floor-cross- 
ing and another no-confidence vote. 

Many analysts see the youthful 
Wingti having increasing difficulty con- 
trolling his cabinet. “The folklore is that 
the cabinet will crumble as the election 
gets closer,” one said. 

The cabinet does include a quota of 
proven trouble-makers. “Only about a 

9 


third of the cabinet is any good," said 
one foreign observer. “But then Somare 
had a collection of ratbags as well." 

Wingti has already had to intervene 
more often than he would have prefer- 
red to stop ministers making fools of 
themselves and shaking public confi- 
dence. Lands Minister Paul Torato was 
not-so-privately rebuked for suggesting 
mutilation of adulterous women. Police 
Minister Tom Muliap, a former police 
sergeant, was prevented from replacing 
the highly regarded Police Commis- 
sioner David Tasion. 

The biggest worry was always Okuk, 
whom Wingti took into his cabinet as 
minister for primary industry. In Chan's 
government Okuk became noted for 
talking and spending outside proper 
channels. His extensive business deal- 
ings have long provided many potential 
conflicts of interest. A recent call by 
Okuk for legalisation of prostitution 
may have been one attempt to resolve 
such a dilemma. 

The first major storm involving 
Okuk blew up just as Finance Minister 
Chan finished his budget draft. Okuk 





attacked Chan over a credit squeeze 
that has hit Papua New Guinea busi- 
nessmen in recent months, following up 
with a claim that Wingti had promised 
to transfer the government-owned 
Papua New Guinea Development 
Bank, recently re-named the Agricul- 
ture Bank, from finance to his own 
portfolio. 

Chan, who has long blamed Okuk 
for much of his own government's trou- 
bles, called Okuk *despicable" and said 
he had been asleep in cabinet when the 
bank was discussed. Four days before 
the three-week budget session of parlia- 
ment opened on 3 March, Okuk 
threatened to resign unless he got con- 
trol of the bank, and an Okuk lieutenant 
announced plans for a *vote of no confi- 
dence" in Chan. 

When Chan rose to give his budget 
speech at 2 p.m. on 4 March, however, 
Okuk and his band stayed on govern- 
ment benches, and a motion by the op- 
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position for immediate dissolution of 
parliament also failed to draw him out. 
Chaos during Chan’s speech led to gov- 
ernment floor managers cutting in be- 
fore Chan had time to finish and calling 
for a vote on the first reading. This pass- 
ed and the house reconvened as a com- 
mittee — normally the time for detailed 
discussion and amendments — and 
passed it a minute later. 

As the final reading got under way 
amid continuing uproar, Wingti called 
for a vote. The ruthless use of govern- 
ment discipline shocked even members 
of Wingti's cabinet. Justice Minister 
Warren Dutton, who manages govern- 
ment legislation, tried vainly to slow 
proceedings to allow at least some op- 
position reply to the budget. Minerals 
and Energy Minister John Kaputin, 
walked out of the chamber. But by 4 
p.m. Wingti had his budget approved 
by a 52-40 vote. 

Wingti has no shortage of other po- 
tential pitfalls. As he and Chan drew up 
the budget, the World Bank circulated a 
draft of its latest “country economic 
memorandum" on Papua New Guinea, 
which said the prospects were gloomy un- 
less drastic remedies were introduced. 
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The World Bank paper pointed out 
that annual economic growth had 
slumped from the 4% average in 1970- 
75 to 1.4% over 1980-84, though the 
first year of gold production at the huge 
Ok Tedi project had lifted real growth 
in gross domestic product to perhaps 
6.7% in 1985. Apart from this one-off 
gain, growth had lagged behind the 
2.3% annual increase in the population. 


apua New Guinea's overall external 
debt had increased from US$611 
million, or 23% of GDP, at the end of 
1980 to US$1.77 billion, or 77% of 
GDP, by the end of 1984, though much 
of the debt, about US$726 million, had 
been accounted for by investment in Ok 
Tedi. Government debt had doubled to 
about US$950 million however, not 
counting state-guaranteed loans by pri- 
vate-state ventures such as Ramu Sugar 
Corp. Excluding Ok Tedi, Papua New 
Guinea's debt service ratio would peak 
at 36% in 1988 and decline to 31% in 
1990. Foreign borrowing was “ap- 
proaching a level which a slowly grow- 
ing economy cannot sustain," the World 
Bank report said. 
The World bank team did suggest 


No empty promises 


Wingti seeks to stimulate the economy and cut government fat 


T* senior students at the high school 
in Kiriwina, the main island in 
Papua New Guinea's Trobriand group, 
were sitting on the lawn in neat uni- 
forms to hear Prime Minister Paias 
Wingti deliver a blunt message: *I am 
sorry, but I would be misleading you if I 
told you otherwise. There are no more 
jobs in Port Moresby, or Lae or Rabaul. 
Your future is back on the land." 

In a country where promises and gov- 
ernment handouts have been the cur- 
rency of politicking and with the five- 
yearly general election only 15 months 


"X away, Wingti is attempting to turn his 


country's political culture upside down. 
Since ousting Michael Somare and 
his Pangu Party in the second of two no- 
confidence votes last year, Wingti has 
spent his time in Port Moresby working 
on the budget. But in a *workaholic" 
style that leaves staff and colleagues 
asping, he has taken many of them off 
or a solid two days of campaign-style 
meetings at weekends in the more re- 
mote parts of the country. 
Last month it was Milne Bay Pro- 
vince, at the eastern tip of the mainland. 


. After inspections of a new oil-palm nu- 


cleus estate near Alotau and a reception 
at the residence of provincial premier 
Lepani Watson, Wingti shepherded his 
flagging entourage down to the 
wharfside, where he boarded the 
Madang, a Defence Force patrol boat. 
Wingti, his staff and two pressmen 
bunked down in spartan sailors’ quar- 
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ters while Madang roared at 16 knots 
between coral reefs and islets to Misima 
Island, where Wingti spoke at three 
public meetings, inspected a new gold 
project and flew to an even more re- 
mote island community by helicopter. 
That night, it was back on board and 
another night at sea — this time in a 
heavy Pacific swell — before a second 
day of speeches. On Monday morning, 
the government's VIP turboprop de- 
livered him back to Port Moresby. 

After prayers by stern local pastors 
in starched white skirts and songs (two 
composed for the occasion) by close- 
harmonising choirs, betelnut-chewing 
crowds sitting on grassy squares under 
the coconut trees heard Wingti say he 
had nothing to give them in the way of 
handouts. “The people who want to 
farm, to fish — they are the people we 
are going to help," he said. 

Nevertheless the hands were out. 
When the Madang anchored off the reef 
at Kiriwina, Wingti came ashore in an 
outrigger canoe to be met by a village 
chief who asked for *a cheque for Kina 
20,000." He ignored it. At the reception 
in Alotau, the provincial police chief 
raised his lack of a police launch. “A lot 
of places are short of equipment," 
Wingti replied. 

The more conciliatory Somare prob- 
ably would have said “yes” in these cir- 
cumstances, Port Moresby insiders say, 
though the follow-up might have been 
forgotten. Wingti’s approach ÍS 


SRT FET => Tes ; zE] 
E -> 3 > Tau . * . s 
21:3 30^ rad ~ ae it 











that Papua New Guinea could attain a 3- 
3.3% growth rate over the rest of the de- 
cade if the government took several 
measures. It would have to reduce its 
“exceedingly high” recurrent expendi- 
ture while improving its selection of 
public investment projects and cutting 
costs and red tape for private investors. 

Wingti and Chan think along similar 
lines. Their budget is a departure from 


that pepesa for the 1986 fiscal year — 


which began on 1 January — by the So- 
mare government. It holds expenditure 
back to Kina 930 million (US$877 mil- 
lion), a symbolic Kina 100,000 below ac- 
tual expenditure irf 1985, and Kina 27.8 
million below Somare’s estimate. With 
inflation of 4.5% in 1985 and estimated 


at 5-7% this year, the cutback is greater 


in real terms. 

Part of the savings will be made by al- 
lowing natural attrition to remove 1,000 
bureaucrats from the 50,000 nationals 
and 2,000 expatriates on the public 


payroll. Chan has also found saving ~ 


Fishing: growth area.. 


applauded, but seen as brave to the 
point of suicidal in a system where cam- 
paign eges i border on cargo cults. * 

Wingti believes he can buck this pat- 
tern. “I think it’s changing," he told the 
REVIEW, “I have gone aroungl and sim- 
ply told them: *No money.' And unless 
my staff is throwing them away, the beg- 
ging letters are not coming in any 
longer." 


he prime minister continued: “I if- 

tend to do a lot of political educa- 
tion. Travelling and talking to people, 
and telling them not to elect these peo- 
ple who make promises. Elect the peo- 
ple who say: ‘You’ve got to work. We 
can provide you with advice, but it's up 
to you if you take it or not." 

Weth three months in office Wingti, 
34 years old and with only seven years 
in parliament behind him, is beginning 
to acquire some of the political stature 
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-Chan also managed some deftness 


on the revenue side. Departments have 


been ordered to collect arrears from 
users of government services. He also 
drew back from the unpopular import 
levy proposed by Somare on staple food 
items such as rice and tinned fish. 
Otherwise import duties have been 
spread more widely over more items. 
The budget deficit has been cut 
to. Kina 140.6 million from the Kina 


17443 million recorded in 1985, and 


from the Kina 209.6 anticipated in 
the defunct Somareebudget for 1986. 
Foreign borrowing to cover this has 
also been cut: commercial loans over- 
seas will be Kina 44.4 million com- 
pared with the Kina 64.6 million in 1985 
and the Kina 95.4 million planned by 
Somare. More reliance is placed on con- 
cessional loans, which will be Kina 59.2 
million as against Kina 47.7 million in 
'^85.. but still less than the Kina 64.4 
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mare: more conciliatory. - 








he lacks in comparison with Somare, at 
49 an 18-year veteran of pre- and post- 
independence offices. 

Ata meeting last May, Wingti was 
tense and guarded. Two months earlier 
he, had failed miserably in his first no- 
confidence motion against Somare. His 
house, outside Mount Hagen, had mys- 
teriously burned down — probably in 
retaliation for his opposition to Somare. 
Months of waiting lay before him before 
hé got another chance to strike. 

Wingti is now calm and single- 
minded in his pursuit of restoring 
growth. This he sees coming from ag- 
riculture, forestry and fishing. Somare 
too espoused this goal (REVIEW, 5 June 
'85), but to many economists lacked the 
capacity to set policies that would 
achieve it. Wingti's first step has been to 
remove as many distractions as possi- 
ble, free up financial resources and kick 
some life into the civil service. 
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million planned by the previous govern- 


ment. 

Part of Papua New Guinea's slow 
growth syndrome, however, has been 
its long unwillingness to use conces- 
sional loans for productive investments. 
"It has been one of the few countries 
where aid donors are beating at the 
door," said one senior diplomat. “Too 
many departments simply cannot for- 
mulate the projects." 


A cause was the availability of untied 
budgetary aid from Australia, cur- 
rently about A$306 million (US$211 
million). Canberra decided last year to 
reduce this by a net 3% a year and raise 
the proportion of tied, or “project” aid. 
The fall of the Australian dollar against 
the kina has also reduced the value of 
the allocation sharply. 

Under Wingti, this has finally had 
the desired effect. Where Somare hag- 
gled for untied terms from donors such 
as Japan, Wingti won cabinet endorse- 
ment last month for acceptance of tied 
foreign aid. This unlocks substantial as- 
sistance from Japan in particular. 

Chan's budget revealed that three 
months in office has not been long 


The nagging problem of some 10,500 
refugees from Indonesia’s troubled 
Irian Jaya — in Papua New Guinea for 
nearly two years now — has been put 
into the hands of the UN High Commis- 
sioner for Refugees, with a decision to 
join the UN Convention on Refugees. 
At the same time, Port Moresby has pla- 
cated Jakarta's worries with a proposal 
for a treaty of friendship and coopera- 
tion. 


P February, Wingti gained approval 
for acceptance of tied aid from donors 
such as Japan, opening an important 
source of development 
counter a declining Australian aid vote. 
In another diversion of resources to pro- 
duction uses, he announced the sale of 
government-owned housing for public 
servants and politicians. 

Public-service employment levels 
and operating expenses will be lowered, 
while spending will be given priorities 
with economic activities, such as ag- 
ricultural-extension services at the top. 
“The way I see it, in the next five to 10 
years we have a small machinery of gov- 
ernment that is creating the right kind of 
environment for private-sector invest- 
ment to take place.” 

His enthusiasm for self-help is no 
doubt based on his background in the 
Highlands, where new highways and 
cash-cropping of coffee have brought 
comparative prosperity. One of the 
numerous children from the seven wives 
of a village “big man” appointed a 
“luluai,” or head man, by former Aus- 
tralian colonial authorities, Wingti 
walked three hours each way to and 
fromm school in Mount Hagen, caddying 
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capital to. 





enough to turn government resources 
decisively towards increasing produc- 
tion of cash crops, identified by Wingti 
as the top priority for boosting econo- 
mic growth. A long-term plan would be 
readied by the 1987 budget, due in 
November, which would initiate work 
on several medium-to-large capital pro- 
jects. Next year too, the government 
plans to introduce simplified import 







taxes and possibly lower income taxes. | - 


. Businessmen are also hoping that 


Wingti moves quickly on recommenda- — "a 


tions made by an advisory committee in | - 
1983 to sim m the thicket of inappro- | - 
s and regulations left by |. 


priate standar 
the Australian administration. They 
also hope that minimum wages set by an 
Australian-style arbitration authority 
will be allowed to ease back to levels 
more attuned to Papua New Guinea's 
economic capacity. 

Wingti's surprising victory in parlia- 
ment over the budget provides evidence 
that he intends more than just talk. 


But it will take sustained follow-up to 


convince many long-term observers that 
he is not too hard and uncompromising 
for his fellow politicians to wear very 


long. oO 


for 5 cents a game at the local golf . 


course on the way home. 


The prime minister studied econo- | . 


mics at the University of Papua New 
Guinea and had almost finished his de- 
gree when elected to parliament in 
1977. Wingti has the reputation of hav- 
ing been a Mao-capped student radical 
leader, but demurrs these days. “You 
study Marxism and people think you be- 
lieve in it." 

Apart from an occasional glass of 
white wine, Wingti does not drink — a 
rarity in a country where northern Aus- 
tralia left a straight-from-the-can liking 
for beer. He reads a lot and so far at 
least has the rare inclination, for a 
politician, of inviting other opinions. 
Wingti has two sons from a relationship 
during his student days, but has re- 
mained unmarried. *I am married to the 
job," he said. 

Somare insists he will lead Pangu 
into the next election. But Wingti back- 
ers believe the good name of both So- 
mare and Pangu will be damaged by à 
commission of inquiry currently looking 
at the so-called Pelair incident, in which 


Somare allegedly browbeat police into | — 


halting a drug search of an aircraft at 
Port Moresby Airport in March 1985. 

Somare's heir-apparent is the highly 
regarded former foreign minister Rab- 
bie Namaliu, with Tony Siaguru 
another possibility. Both would be 
strong opponents for Wingti. However, 
such is the fluidity of Papua New 
Guinea party politics, some Pangu 


members would probably prefer to re- _ 
group under Wingti himself once loyalty 


to Somare is satisfied. 
— Hamish McDonald 
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| By Salamat Ali in New Delhi 

P Si 450 years ago, Babur, the first 
iz Mogul emperor, built a mosque 
| near the north A city of Lucknow. 
. His Hindu subjects claimed the site was 
_ the birth place of their deity Rama, but 
| the mosque remained — right through 
| British rule of the country. In 1949, two 
| years after India became independent, 
| the Hindus revived their claim and the 
| government, fearing communal vio- 
| lence, sealed off the mosque. 

| X Early this year, a court decided that 
. the place be reopened, allowing Hindus 
. as well as Muslims to pray there. While 
| the Hindus were jubilant, the Muslims 
| were angry, and riots broke out in many 
| parts of the country. Faced with an ex- 
| plosive situation, top Indian leaders 
| scurried around the strife-torn areas to 
| maintain peace. The reaction to the 
| conflict spilled across the border into 
. Pakistan, where a few remaining Hindu 
| temples were attacked by Muslim ac- 
| tivities. 

| . Places of worship have long been 
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The crisis 
| of identity 


| Asense of insecurity 
haunts the Muslims 
"By Syed Shahabuddin in New Delhi 


ut 
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 Afearly four decades after indepen- 
E Wdence a deep sense of insecurity — 
| physical, economic and cultural — 
| . characterises Indian Muslims. Of late, a 
| new edge to their sensitivity has 
| emerged with Muslims losing patience 
| and even faith in the democratic pro- 
| cess, leading to an ominous rise in ex- 
| tremist thinking. 

Essentially, the discontent boils 
| down to a question of communal iden- 
_ tity. For historical reasons, Indian Mus- 
- lims are not inclined to play safe by sub- 
merging themselves under a majority 
Hindu umbrella. There is also the ques- 
| tionof the community's dignity. Almost 
| every act of injustice suffered by the 
Muslims — be it through physical vio- 
. lence, economic discrimination, or cul- 
| tural subversion — is seen by them as an 
| affront to communal dignity. 

| | Communal tension has existed in 
| 
| Syed Shahabuddin is the acting president of All 
| India Muslim Majlis-e-Mushawarat (Muslim Con- 
x . vention Committee) and the general secretary of 
e| the Janata Party. An opposition MP, he is also the 
| editor of the monthly, Muslim India. 
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| Aminority syndrome 


Muslims have begun to assert their rights 


focal points of the communal violence 
endemic to India. Therefore, in the in- 
terests of law and order, the British col- 
onial regime and, later, the secular In- 
dian Government have tread softly on 
the issue of religion, which encompasses 
most personal and social behaviour in 
South Asia. 

But last year Shah Bano, a 70-year- 
old Muslim divorced woman, moved 


the Supreme Court and won the right of 


maintenance from her former husband 
— a right not spelled out clearly in 
Koranic law. Fundamentalist Muslims 
were enraged at the perceived invasion 
of their religious domain by a secular 
court, while their Hindu counterparts 
called for a single law to apply to all In- 
dians. 

The issue became so divisive that 


Victims of a vote-bank: page 34 
Prisoners of their past: page 35 
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Muslim women: shaken by communal violence. 





Indian society for centuries and can- 
not vanish overnight. Occasionally the 
tension explodes into violence — which 
the majority has used to keep the Mus- 
lim in his place — in the backward 
ghetto, enabling the political parties to 
extract his vote with the promises of 
security. 

Even as the containment of tension 
has assumed great importance, the au- 
thorities entrusted with that task are 
themselves infected with the communal 
virus. Violence has usually erupted in 
localities where Muslims form a signifi- 
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most major politice par jes were split 
along religious lines. Z. A. Ansari, à 
junior cabinet minister, denounced the 
court's verdict in parliament. As the 
clamourous debate over the advisability 
of a uniform civil code raged, the ruling 
Congress party leadership introduced a 
parliamentary bill to bar Muslim divor- 
cees from moving the courts for 
alimony. 

There was immediate criticism of the 
move from major opposition parties as 
well as within the Congress. Arif 
Mohammed Khan, a 
minister, resigned over the bill. While 
the overwhelming majority of the rul- 
ing party might see the bill through, 
the government will still be on the de- 
fensive in view of the public outcry on 
the issue. oa abe 
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n 9 March — International Wo- 

men's Day — Muslim women, 
along with their Hindu sisters, were at 
the forefront age E epr equality. '™ 
the highly charged debate over Musli 
women's rights, an ironic twist to the 
Shah Bano case was forgotten: she went 
back to the Supreme Court to have its 
judgment annulled, claiming she was 
unaware that her earlier plea was con- 
trary to the Shariah, the Islamic legal 
code. MC e 
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However, the government remains | 


population. It does not 
occur where they are too 
few to stand up to the 
provocations of Hindu 
chauvinists or in places 
where they are in the major- 
ity. 

Muslims in violent areas 


economically well-off or are 
beginning to emerge from 
their isolationist shel 
However, the communs 


resulted in the economic 
ruination and social alieng- 
tion of the Muslims. Com- 
pounding the economic 
plight of the Muslims is the 
discrimination the¥ are sub- 
jected to by state and local 
governments in obtaining 
jobs, bank credits and welfare services. 

One reason for such discrimination 
has been the Hindu complaint that Mus 
lims look outside their country for their 
emotional security. However, the 
major psychological watershed for In- 
dian Muslims came in 1971 when 
Bangladesh broke away from Pakistan. 
Consequently, the post-1971 generation 
of Indian Muslims no longer looks up to 
a 8 and is free from the, guilt com- 
plex about the partition of India in 1947. 

This liberation from the traumatic il- 
lusion of a Pakistani outlet fuels the In- 
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cant minority, ranging be- | 
tween 20% and 45% of the 


also happen to be éither 


riots in recent decades have - 
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scious that India's 85 million Mus- 
lims have in recent years grown increas- 
ingly frustrated and edgy. Gone are the 
post-partition days when India's anxi- 
ety-ridden Muslim community with- 
drew, preferring to be left alone. 

With the creation of Pakistan, Indian 
Muslims found themselves a hapless 
minority, swamped in a sea of Hindus. 
They resented their lowly status and 
nostalgically looked back to what they 
viewed as the glory of pre-British rule 
by Muslim monarchs. Until the late 
buo, the Muslims were largely recon- 
ciled to the benign neglect and overt pa- 
tronage of the Congress. But a new gen- 
eration of Muslims, better educated, 
and free of the guilt of partition, has 
begun to assert itself. 

In the past Hindus accused Muslims 
of looking to Pakistan as a source of 
extra-national inspiration, though that 
charge subsided following Pakistan's 
split and the creation of Bangladesh. 
Although their patriotism is no longer 
juestioned, India’s Muslims are still 
saddled with the traditional problems 
relating to their mosques and Islamic 
socio-religious practices. 

Also, Muslims have lagged behind in 
the economic race despite the consider- 
able progress made by the country as a 
whole in récent decades. Educated 
Muslims argue that it is difficult to bols- 


dian Muslims’ commitment to the €oun- 
try of their birth, and, at the same time, 
strengthens their struggle for justice and 
equality. Therefore, the current rest- 
lessness and alienation of Muslims, in a 
climate of communal tension, can only 
be alleviated by giving their grievances a 
patient hearing. 

Not that the Muslims lack political 
clout. There are some 65 parliamentary 
constituencies where Muslims form 
more than 20% of the electorate. 
Should the community ever decide not 
to be taken for granted by any political 

arty and begin voting for candidates of 
its: choice irrespective of religion, it 
could create a Muslim lobby cutting 
across party lines and united on matters 
concerning Muslims. 


xcept in Kerala and a few other iso- 


«MA lated pockets, Muslim political or- 


anisations have made no impact — 
argely due to poor organisation and 
leadership. Kerala is a special case be- 
cause no individual community has a 
clear majority there. While Muslims 
will have to learn to swim in the national 
political mainstream, they must find a 
voice in the country’s major parties and 
show they cannot to be taken for a ride. 
. Their disenchantment since the late 
1970s with the Congress party, which 
had taken the Muslim votes for granted, 
shows that they are learning to assert 
themselfes, albeit slowly. State elec- 
tions in Andhra Pradesh, Karnataka, 
and more recently in Assam have shown 
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ter a healthy common identity among an 
underprivileged group. 

The predominance of the public sec- 
tor in the economy and democratic one- 
man, one-vote politics has favoured the 
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that the Muslims are realising their in- 
herent political strength. 

Aside from political participation, 
the preservation of its religious identity 
will remain the key objective of the 
Muslim community for the foreseeable 
future. The freedom of conscience and 
religion enshrined in the constitution 
permits Muslims and others to resist any 
interference with what they consider as 
essentials of their faith. The Supreme 
Court’s verdict in the Shah Bano case — 
where a divorced woman was granted 
maintenance beyond the iddat period 
though Muslim law does not require it 
— has been seen by Muslims as the thin 
end of the wedge which would eventual- 
ly obliterate their religious identity. 

There have been demands for a uni- 
form civil code for all Indians, but even 
liberal Hindu opinion concedes that the 
time is not yet ripe for it and the first 
step is to evolve a national consensus on 
the issue and until then nothing should 
be forced on any community. Some 
Muslims also favour the codification of 
Muslim law within the framework of the 
Koran to regulate social practices in 
order to prevent the misuse of personal 
law and some arcane social customs by 
unscrupulous Muslims. Even in the 
event of a uniform civil code, Muslims 
should have the right to claim exception 
if it diverged from the mandatory provi- 
sions of Koranic law. 

The state, the duty of which is to pro- 
vide for the physical, economic and cul- 
tural well-being of its people, needs to 





majority Hindus. In turn, Hindu com- 
munalism has fed on its economic suc- 
cesses. Although liberal middle-class 
Hindus acknowledge the constitutional 
right of Muslims to assert their communal 
identity, differences arise over the limits 
even a plural society can tolerate. 


Me! multi-ethnic developing coun- 
tries are grappling with the problem 
of how much autonomy can be granted 
to diverse social groups, as the majority 
community asserts its predominance. 
And India, with its new-found Hindu 
revivalist movement, is no exception. 
Coventional wisdom has it that Hindu 
revivalism is a non-starter because the 
religion is too loosely organised and 
tolerates considerable deviation in 
theological doctrine. Except during the 
reign of Emperor Asoka in the 3rd cen- 
tury BC, when Buddhism was the offi- 
cial religion, the Indian state has always 
been secular. 

But the current phenomenon of 
nationwide Hindu revivalism, appeal- 
ing to cultural unity and straddling re- 
gional and linguistic differences, is un- 
precedented. More worrisome is its im- 
pact on communal politics at the ex- 
pense of Muslims. Although Muslims 
form more than 1196 of the population 
and hold the balance in at least 45 par- 
liamentary constituencies, their leader- 


do a lot for the Muslims. In any just so- 
cial system, the claims of merit and ex- 
cellence must go hand in hand with care 
for the underprivileged. The Indian 
Constitution goes some way towards 
providing for this by reserving jobs "in 
the service of the state" for *any back- 
ward class of citizens." Wherever the 
Muslim community as a whole can be so 
classified under the constitution, it 
should be done expeditiously. 

More important, the gap between 
constitutional safeguards and their im- 
plementation must be narrowed, and fi- 
nally closed. The situation will change 
overnight if only the Muslims are as- 
sured of no restrictions on the daily call 
to prayers, religious sacrifices and the 
construction of mosques. The state 
could also prevent the illegal occupation 
of Muslim religious-trust properties and 
the desecration of graveyards carried 
out in the name of urban improvement. 

It would go a long way if Muslims 
gain an equal access to at least petty jobs 
in government, loans from nationalised 
banks, land grants and other subsidies. 

While these steps will energise Mus- 
lims to take full part in the national de- 
velopmental process, Muslims also 
must set their own house in order 
through self-help. They need to bolster 
their community's voluntary religious, 
educational and social welfare services. 


They must upgrade themselves from ~ 


craftsmen to traders and from shop- 
keepers to small industrial entre- 
preneurs. 
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While the politicians of the commu- 
nity agitate or make their periodic com- 
promises, Muslim intellectuals are di- 
vided in two major groups: those who 
argue for a greater assertion of the 
minority's rights by demanding a right- 
ful share in the national affairs — both 
political power and economic benefits 
— and those who would rather take a 
low profile bordering on isolation from 
the national mainstream. 

Those advocating a low profile main- 
tain that such a stance until the 1960s had 
the effect of keeping majority communal- 
ism within tolerable bounds. An assertive 
posture could intensify the Hindu back- 
lash. They think that if Hindus are left to 
their own ways, their inevitable caste and 
linguistic differences would re-emerge 
and the Congress would be forced to in- 
vite the Muslims into its fold. 

The assertive group argues that if the 
Muslim community does not fight for its 
share of power, the Muslims would slip 
further down the economic ladder. Al- 
though Muslims comprise more than 


1196 of the population, their share of 


university students is only 6.2% of the 
total. Their share of employment in 
overnment is about 4.4%. At the 
igher levels of the civil service there 
are only 142 Muslims out of a total of 
more than 7,000. Muslim ranks are thin- 


| ner in the judiciary: of the 441 high 


court judges in 1984 there were only 15 
Muslims. 


Go politicians also believe that 
even the official population census 
underestimates the strength of Mus- 
lims. While no reliable figures of under- 
enumeration are available, it is signifi- 
cant that many Muslim leaders believe 
these to range from 5-10%, with a few 
maintaining that the actual Muslim 
population could total 150 million. If 
the weight of these numbers is not re- 
flected in the share of power, Muslim 
leaders contend, it would be too late for 
the community to catch up with the 
others by the next century. It is as yet 
unclear, whether the majority of the 
Muslim leaders will go for the soft op- 


| tion or take the road of confrontation to 


achieve their aims. 
— Even if the Muslim leadership can 
get its act together, it will have to leap 


political sphere, Muslims will have to 
cooperate as well as compete with other 
communities, sharing power and econo- 


Minister Rajiv Gandhi has of late shown 
a willingness to ‘bolster the. pluralistic 
nature of Indian politics. 

- [n the long term, Hindu and Muslim 


. intellectuals and other opinion-makers 


will have to educate the general 
pce that the basic differences in re- 

igious doctrines do not preclude com- 
munal harmony and the common strug- 
gle for economic betterment. Oo 
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The Congress has taken Muslim support for granted 


By Rajni Kothari in New Delhi 


T problem of Muslim identity in In- 
dia has traditionally been viewed in 
religious and cultural terms. It is rooted 
in the peculiar relationship between the 
Indian state and its Muslims. This is a 
relationship full of contradictions, 
which have of late been blown out of 
proportion to their importance. 

The Hindus, with their own seg- 
mented society, a high tolerance for am- 
biguity and a non-fundamentalist ap- 
proach to religion, have taken great 
pride in India's pluralistic democratic 
system. In recent years, however, the 
Appi ideal has faded for many in- 

uential Hindu thinkers. 

Despite the communal clashes and 
bloodshed during partition, the pluralist 
perspective made a remarkable re- 
covery in the 1950s. Since then, the re- 
lationship between the Indian state and 
the Muslim community has been 
marked by four divergent aspects in the 
functioning of the country’s democratic 
system. 

First, the decade from the early 
1950s was marked by a remarkable ac- 
commodation and integration of diverse 
social groups into the broad political 
process. It was not a forced integration, 
but one that was accepted willingly by 
all but the most communally minded 
elements. The process which permitted 
plural identities applied to Muslims as 
well as other groups. The decade also 
witnessed greater political participation 
by these groups, including the Muslims. 

Secondly, post-partition India — 
which created mostly Muslim Pakistan 
— and the particular mode of sec- 
ularism that India subsequently 
adopted were particularly indulgent of 
minorities, despite serious shortcom- 
ings in translating secularism into real 
benefits, particularly in the economic 
arena. The governments of former 
prime ministers Jawaharlal Nehru and 
Indira Gandhi, and their Congress 
party, allowed a great deal of play to the 
Muslim leadership. 

Indeed if anything, they at times 
overtly patronised and pampered the 
Muslims, especially the feudal elements 
among them which were quick at adopt- 
ing the official socialist and progressive 
creed. Consequently, the Muslims not 
only flocked in large numbers to the rul- 
ing party, they looked upon it to protect 
both their traditional and parochial 
privileges and their newly acquired 
rights under the constitution. 

The third aspect to the system was 
the gradual emergence of a mischievous 


Dr Rajni Kothari is the founder-director of the 
Centre for Developing Societies, New Delhi. He 
currently heads the UN Programme on Peace and 
Global Transformation. a 


concept of electoral democracy. This 
has resulted in the manipulation of the 
electorate by indulging in a cold and 
amoral “numbers game.” It has been 
the case both when Muslim support was 
considered vital for the ruling party and 
later, in the late 1970s, when it was con- 
sidered dispensable in the wake ef'a 
massive Hindu backlash, mainly in 
northern India. e 

Even when Mrs Gandhi's populist 
winning coalition — following her pow- 
erful pro-poor, pro-minorities appeal 
after forcing a split in hér party in 1969 
— ruled the roost, the Muslims were 
treated as a solid vote bank of the Con- 
gress. But they were to be kept isolated 
and continuously. made to feel insecure 
and dependent on the party. Thu- 
there developed a vested interest? 
keeping the Muslims ‘backward and 
aloof from the national mainstream — 
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Casting a vote: isolation. 


quite the opposite of the earlier model 
of plural integration. e 


W ith evidence of the Congress losing 
support among the Muslgns, along 
with a sharp upswing of regionalism, thé 
prospects of a real challenge to the Con- 
gress loomed in the early 1980s. The 
party made a sharp and diabolic reversal 
in its electoral arithmetic and mass ap- 
peal. Capitalising on majority Hind 
communalism became a winning stra- 
tegy for Mrs Ganhdi and later for her 
son and successor, Rajiv. 

This proved to be a smart stroke for 
ensuring the continuance of Congress 
rule in the country — and of the Nehru 
dynasty in the party. But it proved disas- 
trous éor the minorities — perticularly 
the Sikhs and the Muslims, but also the 
Christians in the south — and exposed 
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their elites’ hitherto opportunistic ten- | ` 


dency to cash in on the few crumbs 
thrown by the Congress, even at the risk 
of keeping the mass of their followers 
isolated and backward. 

The fourth aspect of the democratic 
process was the widespread conscious- 
ness of their rights among the Indian 
masses — both the collective rights of 
the poor, the tribals and the minorities 
and rights of individuals against the op- 
pressive social structure. 

A demand for improving the condi- 
tion of Muslim women, vis-a-vis the 
Sheriah, as part of the broader women’s 
movement for dignity and equality, has 
to be seen in the coatext of this overall 
democratic upsurge. Although the 
women’s movement is still weak, open 
to manipulation and has generated much 
conflict, its appeal is bound to increase. 

As the crisis of the Muslim identity 
deepens, they will increasingly reject 
the co-opted status for their community 
and also agitate for the individual rights 
^f the poorer Muslims. Unfortunately 

or) the Muslims, there is a tendency 
among the national intelligentsia and 
the media to focus almost exclusively on 
the second, more individualist aspect, at 
the cost of total neglect of the first, more 
collective and political aspect. 

As for the Muslim elite, their reac- 
tion tends to be more in social and secta- 
rian terms than in terms of a larger poli- 
tical challenge from the Hindus and the 
Indian state. In turn this evokes the ¢las- 
sic statist themes of national disintegra- 
tion and a percieved threat to the state’s 
security “from inside and outside.” 

As a result, even the just demands of 
individuals and the poorer Muslims are 
drowned out in the general climate of 
accusations which has become part of 
the substantially stepped-up rhetoric of 
Hindu communalism. This Hindu up- 
roar has been helped by the modernist 
and homogenising ethos of the elite, 
which rose to power with Gandhi. 

Peculiar though it may sound to 

yme, this particular brand of moder- 
„ity — essentially motivated by the no- 
tion of building a strong and powerful 
state in which technology will become a 
substitute for politics — goes hand in 
hand with a stance towards the poor and 
the minorities which is not only non-sec- 
ular, but js decidedly in conflict with the 
very notions of plurality and diversity 
which have been the hallmarks of the 
Indian democratic ethos. 

By the same token, Muslims too will 
need to do a lot of soul-searching. As 
figainst seeking succour from the Indian 
state along communal lines or reacting 
to it by reference to fundamentalist 
urges, there is a need for Muslims to 
make common cause with other struggl- 
ing groups. All said and done, the In- 
dian social fabric happens to be an inter- 
mesh of a very large number of social 
and cultural streams — castes,, tribes 
and ethnic and linguistic groupings — 
each a minority in itself. 
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Muslims should learn to be Indians first 


By K. R. Malkani 


W hat ails the Indian Muslims? In short, their past. They remember the 
Mogul empire, compare it with their present situation, and feel very sore. 
They forget that the Mogul empire was a coalition of immigrant Turks and 
local Rajputs, and that Indian Muslims had only a marginal role in it. 

Indian Muslims insisted on their *pound of flesh," and got India par- 
titioned in 1947, which won them the lasting distrust of the Hindus. But the 
whole thing has turned out to be a case of the Muslim cutting off his nose to 
spite the Hindu face. Today Indian Muslims are not welcome either in Pakis- 
tan or in Bangladesh. Moreover, the various minorities in Pakistan — Sindhis, 
Baluchis, Pathans — are busy striving for their independence, which makes 
Indian Muslims' separatist claim look quite foolish. 

. Indian Muslims, having deliberately divided themselves in three countries 
— India, Pakistan and Bangladesh — now complain that they have become a 
small minority in danger of losing their identity. They do not appreciate that 
India is a pluralistic society, where nobody loses his identity, and where new 
identities are coming up all the time. Instead, they are taking the unreasonable 
separatist road in the name of identity. 

Last year the Indian Supreme Court held, in the Shah Bano case, that a di- 
vorced woman was entitled to maintenance by her ex-husband, so long as she 
did not remarry. Many Muslims view this as a violation of Muslim law, which 
provides for such maintenance only for a few months. Other Muslims, and of 
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course Hindus, argue that if other countries including Pakistan can change the 
Muslim Civil Law, and ban polygamy, why cannot India do so? And why 
should not a 7th-century law be made more just, in the light of reason and 
human experience? But the fundamentalists refuse to be convinced. 

Instead, they have taken the line that India should turn Muslim, to save it- 
self. They have even “invited” Hindu leaders like Prime Minister Rajiv Gan- 
dhi, former foreign minister A. B. Vajpayee and Balasaheb Deoras, who 
heads the Hindu group Rashtriya Swayamsevak Sangh, to embrace Islam. 
Needless to say that nobody is amused. Incidentally, they seem to be blissfully 
unaware of the spread of Hindu thought all over the world. 

They have to come down to earth, face facts and be reasonable, if they are 
to be at peace with themselves and the world. They should realise that 99.9% 
of them became Muslim under political pressure during alien rule. However, 
they are welcome to remain Muslim and practise Islam. But they do not have 
to imitate Arabs or Iranians. 

While remaining Muslim by religion, they must be Indian, that is Hindu, by 
culture. In this they can learn a great deal from Chinese and Indonesian Mus- 
lims. Let them not think of themselves as “Indian Muslims" — that is Mus- 
lims, who happen to be Indian, but “Muslim Indians" — that is Indians who 
happen to be Muslim. With this single change of attitude, they will find that 
they have no problems and that they cease to be a problem to anybody else. 


r, a militant Hindu publication. He is 
currently the vice-chairman of the Deendayal Research Institute, New Delhi. 
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Corruption crackdown 


The PLA mounts a quiet war on internal abuses 


By Mary Lee in Peking 


hina's People's Liberation Army, 

like the other establishments in the 
ruling communist party or government, 
has its corrupt elements, according to 
PLA statements and circulars. A 
fortnight before the meeting of 8,000 of- 
ficials from the central government, 
party and PLA departments was held in 
Peking on 6 and 9 January to tackle cor- 
ruption (REVIEW, 23 Jan.), a PLA cir- 
cular said that those problems were “ex- 


tremely harmful to army building," seri- - 


ously undermined the party and army's 
image and spread “extremely evil influ- 
ences" inside and outside the army. 

According to the circular, the army 
was also suffering from the “unhealthy 
tendencies" of bureaucracy (which bred 
all manner of bad *work styles"), politi- 
cal liberalism (spreading unfounded 
criticism and gossip about leaders which 
showed isse idR) 
personal gain (including nepotism), 
serious factional interests, favouritism 
and general lack of party discipline. The 
circular said it was necessary “to enforce 
discipline strictly" and that "the results 
of dealing with all serious problems 
must be made public." 

Army corruption, diplomatic sour- 
ces say, made it necessary to appoint 


- Qiang Xiaochu — the former political 


commissar of Jilin province, who has 
close links with the PLA — to the three- 
man group, headed by Qiao Shi, to 
tackle top-level corruption (REVIEW, 30 
Jan.). Qiang, however, has not made 
any appearance or speech during the 
current campaign. 

Whatever the PLA may be doing in 
terms of "discipline inspection," its 
dirty linen has not been hung out in pub- 
lic in the way that corruption cases out- 
side the army — petty as well as serious 
— have been highlighted as lessons for 
all. The PLA announced on 6 March 
that more than 150 officers would be 
sent to all big units countrywide to in- 
vestigate army finances. Nothing, how- 
ever, was said about the suspected ex- 
tent of financial malpractices, only that 
these will be tackled vigorously. Nor 
was the threat of exposing wrongdoers 
repeated. In fact, the primary purpose 
seemed to be “to commend units and in- 


dividuals who strictly adhere to and 


safeguard financial discipline," in order 
to educate officers and soldiers. 
Analysts add that it is not surprising 
the army appears to be able to keep its 
scandals out of the limelight. The need 
to maintain morale during the current 
exercise of streamlining and reorganisa- 
tion acts as the strongest argument 
against publicity. One diplomat pointed 
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out that the Dengist leadership had al- 
ready cut the army down to size by push- 
ing through a 25% reduction, as well as 
removing several generals from the 
politburo last September. Public 
humiliation would upset a lot of senior 
officers whose support for military mod- 
ernisation, as outlined by Deng Xiao- 
ping, is essential. 

Others point out that the army, de- 
spite Deng's criticism that it has become 
bloated and inefficient, is still supposed 
to be a disciplined organisation. All that 


is needed, these analysts say, is to show 


in a general way that the army is subject 
to the party’s leadership, after which it 
can be left alone to take care of its *un- 


, abuse of power for 





PLA troops: extremely harmful problems. 


healthy tendencies" behind closed 
doors. “To insist that the army hangs 
out its dirty linen for all to cluck at is 
asking too much," one diplomat said. 


he dearth of army corruption scan- 

dals, diplomats point out, certainly 
does not mean the army is free from stain. 
The push to involve the army in the 
country's modernisation, in fact, allows 
far more opportunities for units to make 
money, along with everyone else. As for 
abuse of power and privilege, older 
army officers have always had a much 
more comfortable life, feeling that they 
earned it in the tough war of liberation. 
Hence, the efforts currently being made 
to ensure that on retirement they do not 
lose any of their material benefits, like 
housing or cars. 

Although little has appeared in the 
domestic press about PLA involvement 
in two major smuggling scandals — the 


Hainan motor vehicle incident exposed 
last July and, more recently, the Fujian 
swindle by Du Guozhen — passing 
mention has been made. 

In the Hainan scandal, the PLA 
newspaper Liberation Army Daily men- 
tioned an unidentified naval unit which 
on six occasions used its aircraft to 
smuggle imported consumer goods to 
Sichuan. In the Fujian case, there was a 
reference in the People's Daily to 
county authorities using the military 
harbour, 29 military vehicles and four 
landing boats to move.smuggled goods. 
“The resident army unit lent 30-40*sol- 
diers to help them," the report said. 

The Hongkong Chinese newspaper, 
Ming Pao, which often quotes the Lib- 
eration Army Daily, offers occasional 
glimpses: on 25 February Ming Pao said 
that many soldiers had written to the 
army daily, complaining about greedy 
officers. The report said that whenever 
soldiers wanted home-leave, study- 
leave, transfers or sought permission to 
accept prizes or even join the par 
they had to give wine and cigar 
tes to officers to pave the way. 

Around the same time, a 
radio report from Nanjing in 
Jiangsu province said that “13 
persons of a certain regimental 
garrison" had taken advantage 
of the current exercise in 
streamlining and  reorganis- 
ing the army and had left the 
unit with videotape recorders, 
cameras and other public prop- 
erty. Another check resulted in 
the upwards readjustment of 
rent paid by 30 cadres occupying 
private homes and 189 families 
had to pay bills amounting to 
Rmb 8,900 (US$2,781). 

Guo Linxiang, secretary of 
the Central Military Com- 
mission’s discipline inspec- 
tion commission, was inter- 
viewed by Liaowang (Outlook) 
magazine recently about t! 
progress of party-style rectific 
tion — or fighting corruption — within 
the army. The lengthy story quoted Guo 
as citing only two examples of *unheal- 
thy tendencies" — the first involving a 
party committee of an unnamed provin- 
cial military command rushing through 
the promotions of 81 cadree, and the 
other an unnamed unit of an unnamed 
military region which had secretly 
divided up public funds. Generally, 
the article dealt with the high morale 
within the army during the arduoys 
task of streamlining and reorganisa- 
tion. 

Meanwhile, Hongkong's leftwing 
newspaper Ta Kung Pao recently re- 
ported that the commercial activities of 
the sons of PLA generals Ye Fei and 
Xiao Jingguang were being investi- 
gated. Analysts commented that, given 
the newspaper's weight, the fire was de- 
finitely burning somewhere but *smoke 
is probably all that will be seen." LR 
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To keep one step ahead in the money 
market, you need accurate information 
and you need it fast. Hexagon, 
HongkongBank’s corporate electronic 
banking system, brings instantly to your 
screen the current state of both local and 
international markets. 

Hexagon will keep you informed on 
Foreign Exchange rates (spot and 
forward), Gold Prices, Lending and 
Deposit rates, Stock Market indices and 
prices, Currency Notes and Demand Draft 
rates. Information from the world's major 
financial centres is constantly updated 

so that you can react quickly and 
appropriately as market conditions dictate. 
Of course, Hexagon also allows you to 
control your domestic and global financial 
affairs, with complete security, right from 
your office. 

Hexagon is state-of-the-art corporate 
electronic banking, from the 
HongkongBank group, one of the world's 
major financial institutions, with over 
1,200 offices in 55 countries. To find out 
more about Hexagon and how it can help 
your company, contact the Hexagon 
centre at your nearest branch of the 
HongkongBank group. 


Hexagon. 
Puts the power of the bank 
in your hands. 
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HongkongBank 


The Hongkong and Shanghai Banking Corporation 


Marine Midland Bank * Hongkong Bank of 
Canada * HongkongBank of Australia 
The British Bank of the Middle East 
Hang Seng Bank Limited * Wardley Limited 
HongkongBank Limited 


CONSOLIDATED ASSETS AT 31 DECEMBER 1984 
EXCEED US$61 BILLION. 


Singapore Airlines’ 
And totall 


The average age of Singapore Airlines' aircraft is less 
than three ` years. The airline chose Pratt & Whitney 
engines to power its entire fleet. Pratt engines ensure 





cet is totally modern. 
?ratCpowered. 
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superior fuel efficiency, low maintenance cost, A UNITED 
high reliability and dependable support that keep TECHNOLOGIES .. 
Singapore Airlines modern-- and moving. PRATT&WHITNEY 





3rown Bovert 
build teamwork that 
9)uilds highly 
fficient steam power 
slants fast, like the 
x 400 MW plant at 
isan, Korea. 
Jractice makes 
9erfect. 


No. 1 for efficiency 


BBC Brown Boveri led the 
consortium that built 

the Ulsan power plant. Time ` 
was short, so close team- 
work was called for. Brown 
Boveri built that, too. 

Ulsan is now Korea’s most 
efficient power station. 


One reason is the thorough 
| | training that station 
jenerator sets in the Ulsan powerplant, contol room "^ 0esinthemain ^ personnel received. Quick 
start-up instilled a confi- 
dence since shown to be 
justified. Brown Boveri prac- 
tice makes perfect. 
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BBC also supplied the three Playing an important role in 


400 MW turbine-generators 
and their controls, the sta- 
tion auxiliaries, automation 


providing the world with 
facilities for generating, dis- 
tributing and utilizing elec- 


tricity, Brown Boveri are well 
accustomed to building a 
winning team. 


and instrumentation, 

the feedheating and water 
treatment plant, and all 
the switchgear and trans- 
formers. 


BBC 


BROWN BOVERI 


BBC Brown Boveri in South-East Asia, Australia and New Zealand 


prettier REALE ESE AB LEELA AED E DEM A LL ALL 
Australia: Brown Boveri (Australia) Pty. Limited, P O. Box 747, Marayong, N.S.W. 2148, Australia. Hong Kong: BBC Brown Boveri Ltd., 
G.P.O. Box 448, Hong Kong. Indonesia: P. T. Mega Eltra, Postbag 109, Jakarta, Indonesia. Malaysia: Brown Boveri (M) Sdn. Bhd., P. O. Box 
404, Jalan Sultan, Petaling Jaya, West Malaysia. New Zealand: Brown Boveri (New Zealand) Ltd., P. O. Box 12248, Wellington North, 
New Zealand. Philippines: BBC Brown Boveri (Fil) Corp., MCC P. O. Box 1732, Makati, Commercial Center, Philippines. Republic of 
Singapore: BBC Brown Boveri (S.E.A.) Pte. Ltd., P. O. Box 95, Pasir Panjang, Singapore 9111. Thailand: BBC Brown Boveri (Thailand) Ltd., 
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Efficient, responsive service. The essence of Lufthansa Business Class. 
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€ READERS of this column will recall 
the story of Kost — Serge John Kos- 
trametinoff — (20 Feb.) who arrived in 
Hongkong after a lifetime in China, 15 
years of which were spent in jail in 
Shanghai for “crimes” the Chinese be- 
latedly acknowledged had never been 
committed. 

We got to know him better before he 
left for Australia. Despite the years in 
jail and some ill health suffered since, 
he was the picture of robust good 
health, bearing a striking physical re- 
semblance to Pope Jehn Paul: 





His character also reminded me of 
a book I read many years ago by the 
Czech writer Jaroslav Hasek, The Good 
Soldier Schweik. Hasek himself was 
taken prisoner on the eastern front in 
World War I and spent several years in 
Russian prison camps, and his hero 
Schweik epitomises the imperturbable 
Slavic ability to survive all misfortunes. 
Officially classified as feeble-minded by 
the idiotic army authorities, Schweik 
cleverly emerges from all his trials and 
disasters smiling good-naturedly, with a 
good meal in his stomach, a bottle of 
wine in his fist and, as often as not, one 
of the officers' ladies on his knee. How- 
ever badly life has treated Kost, a few 
hours in his company gives one the feel- 
ing that he has somehow got the better 

f it. 
4 We have now heard from him, com- 

.. tably and apparently happily settled 
in his old-folks home in Sydney. He 
writes: “Examination at Immigration 
wae simple and everywhere I was 
greeted with ‘Welcome to Australia.’ 
Everywhere there was somebody will- 
ing to help, At Sydney airport I was met 
by a dozen or so of my Russian acquain- 
tances from Shanghai, and was escorted 
by them to the home where I am lodg- 
ing. Of course the scribes were on hand, 
waiting for me with flashlights and other 
pdtaphernalia, but the meeting was well 
organised and orderly. The boys were 
not over-inquisitive and that evening I 
saw myself on TV and the next day in 
the newspapers... 

“My accommodation in Australia is 
good beyond my expectations. My 
room is two-and-a-half times the size of 
my Hongkong hotel room, fully, fur- 
nished for my needs, spic and span. It is 
in a large house in a picturesque suburb 


FAR EASTERN ECONOMIC REVIEW e 20 MARCH 1986 


| s 


of Sydney. There are 36 elderly Rus- 
sians living in the home, each one has a 
room to him or herself — mine is the 
biggest, and I, at 77, am the youngest. 
Food is excellent and plentiful, milk 
products prevailing, and plenty of fresh 
fruit... 

“The days since my arrival were fully 
occupied by visits to and from friends 
and to various administrative offices for 
registrations for subsidies, medical 
care, transportation — benefits granted 
to immigrants by the government and 
the Australian Churches Committee 
(my guardians and sponsors).” 

The column on Kost has sparked sev- 
eral letters from Australians — some 
who remember him, some of Russian 
extraction themselves, some with no 
link — all offering sympathy, help and 
hospitality. A generous lot, down 
under. 
€ A REMARKABLE advertisement 
recently ran in the Hongkong news- 
paper South China Morning Post in 
which the local Epson agents an- 
nounced that a new personal computer 
was available, together with the com- 
pany’s range of printers. “As for the 
success of her printers, we now intro- 
duce the Epson PC,” the ad blurbed, 
and the supporting copy read just as 
confusingly: 


IF YOU HAVE ALREADY INVESTED A PC COMPATIBLE 
AT HK$XX,XXX.XX WE HAVE TO TELL YOU THAT 
EPSON PC COSTS YOU ONLY HKS$XX,XXX.XX 


IF YOU HAVE A PC COMPATIBLE BUT DID NOT 
SHOW UP AS A REAL COMPATIBLE, WE MUST TELL 
YOU EPSON PC IS NOT ONLY A REAL PC COMPATIBLE, 


BUT, THERE ARE A LOT MORE! 


IF YOU ARE INTERESTED AND WANT TO KNOW MORE 
ABOUT EPSON, WE JUST WANT TO TELL YOU THERE 
IS A COMMODIOUS LOCATION WHERE YOU CAN 
FIND EPSON! 





e THE same newspaper ran an edito- 
rial recently on the continuing problem 
of the Vietnamese refugees still being 
confined in closed camps in Hongkong 
— like prisoners — to deter further re- 
fugees from arriving. The newspaper 
found itself entirely in sympathy with 
this policy: “This is not because we wish 
to be uncharitable . . . but ours cannot 
be an ever open door to all comers... 
The longer the closed camps can be 
maintained, the more people in Viet- 
nam will realise that uncontrolled flight 
in a leaky boat is not an escape to free- 
dom but the beginning of a long and 
ainful period of frustration and 
ardship.” 

Such sentiments, though harsh, can 
be defended. What was completely in- 
defensible in the columns of any news- 
paper with pretensions to be civilised 
was the following paragraph: 

‘The wide berth that most ship’s cap- 
tains now give to refugee boats is indica- 
tive of the increasing indifference of the 
seafaring community. We cannot con- 
demn them for callousness, even though 


human lives are at stake, for shipping 
firms are wrestling with far bigger prob- 
lems over their own survival, than wor- 
rying about the fate of a boatload of un- 
wanted refugees.’ 

In other words, the present depress- 

ed state of the shipping industry justifies 
skippers who refuse to add to their own- 
ers’ financial burdens by stopping for 
the time it takes to bring a boatload of 
people aboard and so save a few un- 
wanted lives. The paragraph reads as if 
it had been dictated by a Hongkong 
shipper who would have flourished in 
Dickensian days. 
e I QUITE understand why companies 
are so protective about their registered 
trade-marks when pirated by other 
companies, but have not understood 
why they object when those trade- 
marks become part of the language. 
Many years ago I wrote about a picnic 
and made mention of cooling drinks in 
thermos flasks, only to receive a stiff let- 
ter from Thermos rebuking me for mak- 
ing free with their nomenclature — 
those they did not make were vacuum 
flasks. I suppose if a word is in general 
use other manufacturers can claim the 
right to it, but I’m sure that Hoover, for 
example, has benefited from the gen- 
eral adoption of the verb — “to hoover” 
a carpet. 

Nevertheless, I gather that Volvo 
was somewhat disturbed when a Hong- 
kong nightclub opened not so long ago 
using its name. The establishment, 
which enjoys considerable leftwing pa- 
tronage, apparently features digitalised 
keyboards used to summon the num- 
bered bargirls and a *car" (which pre- 
sumably explains the name) at the en- 
trance which delivers favoured patrons 
to their table. I’m glad Volvo decided 
not to take action against this use of 
their name. Nor do I think Rolls 


Royce should get too worried about 
iens Bangkok bar, despite its neigh- 
our: 





imitation is the sincerest 
form of flattery. 


After all, 
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They protest too much 


New Delhi and Colombo trade charges on the Tamils 


By Manik de Silva in Colombo 


AS exchange of angry notes between 
New Delhi and Colombo over the 
continuing ethnic violence in Sri Lanka 
has brought relations between the two 
countries to alarmingly low levels. As 
the self-interests of the two neighbours 
necessitate strong friendship, a fence- 
mending operation began on 9 March as 
Indian High Commissioner J. N. Dixit 
rushed back to Colombo to meet Presi- 
dent Junius Jayewardene. Dixit had 
spent the previous 10 days in New 
Delhi, while the row raged, consulting 
with his Foreign Ministry. 

Colombo made no disclosures on the 
substance of the the 9 March meeting. 
But Dixit told reporters that he had 
been granted an immediate appoint- 
ment on his return from India with a 
message from Prime Minister Rajiv 
Gandhi to Jayewardene. He said that 
the Sri Lankan leader had given him a 
patient, hour-long hearing. “I have con- 
veyed the assessments and anxieties of 
the prime minister of India [on the cur- 
rent situation]," he added. 

The row began following a fresh 
surge of violence in Sri Lanka's north 
and east as Tamil guerillas seeking a 
separate state stepped up their attacks 
on the security forces. Several civilian 


. TAIWAN 


deaths occurred during the clashes. But 
the actual numbers were exaggerated by 
the Madras-based rebel propaganda 
machine which blamed the casualties on 
reprisals by security forces. 

This, in turn, inflamed public opin- 
ion in the south Indian state of Tamil 
Nadu, whose 40 million people are of the 
same ethnic descent and share a com- 
mon language, religion and culture with 
Sri Lanka's Tamils. Under pressure 
from Tamil Nadu MPs, Indian Foreign 
Minister Baliram Bhagat stated in parli- 
ament that there were "elements of 
genocide" in the situation. 

The fat was in the fire and Colombo 
reacted with predictable anger. On 1 
March, Acting Foreign Minister 
Tyronne Fernando summoned the act- 
ing Indian high commissioner to deliver 
a cuttingly worded note. Foreign Minis- 
ter A.C.S. Hameed was in Geneva, pre- 
paring to defend against an Indian 
onslaught on the Tamil issue at the UN 
Human Rights Commission. 

In New Delhi, Sri Lanka’s High 
Commissioner Bernard  Tilakaratne 
lodged the same protest to the Foreign 
Ministry. Fernando said that Colombo 
was concerned with “the tone and con- 
tent" of Bhagat's remarks and the pro- 


Branch network eluded 


The opposition fails beefing up its structure 


By Carl Goldstein in Taipei 


duse opposition has been thwart- 
ed for the momentin its latest efforts 
to establish a quasi-party structure by a 
combination of Kuomintang (KMT) 
pressure and internal, factional dis- 
putes. But key opposition leaders re- 
main determined to challenge the 
KMT's long-standing ban on the estab- 
lishment of new political parties,.so the 
threat of confrontation continues. 
The Public Policy Association 
(PPA), one of two main opposition 
roups, had plannéd to inaugurate its 
rst local branch office in the southern 
Taiwan town of Pingtung on 8 March. It 
had been billed as the first.of up to 15 
local offices to be established during the 
next two months, for the first time giv- 
ing the opposition a permanent organi- 
sational presence around the. island. 
This was, of course, anathema to KMT 
conservatives jealous of the ruling 
party's political dominance.) - 
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Two days before the scheduled 
opening ceremonies, however, a key 
local opposition leader abruptly left for 
Japan without informing any of his pur- 
ported allies. The disappearance of 
Chiu Lien-hui — who had been magis- 
trate of Pingtung county until his bid for 
re-election was defeated last November 
— threw the PPA into temporary disar- 
ray and forced the opposition leader- 
ship in Taipei to postpone setting up the 
Pingtung branch for at least a month. 

This was not the first time Chiu's ac- 
tions had angered some opposition ac- 
tivists. After his election defeat, he ac- 
cepted a position in the provincial gov- 
ernment as an adviser to provincial gov- 
ernor Chiu Chuang-huan, who sits on 
the KMT's central standing committee. 
(The two men are not related.) At the 
time, critics said that as a civil servant he 
would be too susceptible to KMT pres- 
sure. Indeed, opposition sources said 
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test note declared that the government 
had “taken serious note of recent un- 
friendly Indian Government statements 
concerning Sri Lanka.” 

The statement noted that an allega- 
tion of genocide had been made. Re- 
gretting that India had seen it fit to use 
that term in connection with the “al- 
leged killing of Tamil persons, it has not 
made any comment about the known re- 
cent killings of several Sinhalese and 
Muslim persons . . . by terrorists." In a 
clear allusion to Tamil Nadu pressures 
bearing on New Delhi, the note added: 
“It may be that the Indian Governnfent 
statement in this connection was con- 
strained by the imperative of parochial 
politics in India." 


[D resentment at the Indian de- 
mand that a political solution with 
the Tamils be negotiated within a month 
was also expressed. *A timeframe can- 


| not be conceived of unless such time- 


frame is also applied to the interdiction 
and removal of Indian-based terroris 
against Sri Lanka. A timeframe 
osed on one party alone is no time- 
rame at all but an indication of bias in 
aproaching the matter," Colombo said. 
Jibing at India's declaration that it 
planned to take the question of Sri 
Lanka's Tamils to the UN Human 
Rights Commission, Colombo poin- 
tedly observed: “The violation of 
human rights transcends boundaries 
and has occurred in innumerable situa- 
tions and places. No more fitting com- 
ment could apply here than ‘physician, 
heal thyself.” That, plus an observation 






hiu Lien-hui: set back PPA strategy. 





Chiu Lien-hui's abrupt decision to leave 
the country came as a result of heavy 
pressure from the provincial governor. 
Chiu’s departure not only set back 
the PPA’s party-building strategy but 
also freated new dissension ‘within the 
opposition which is certain to hinder fu- 
ture efforts to formulate unified policy. 
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that Bhagat had ‘rushed in where others | 


would have feared to tread'," was 
calculated both to hurt and annoy. 

Prompt came the predictable Indian 
response: “Baseless and tendentious al- 
legations have been made . . . and in- 
temperate language used including per- 
sonal aspersions on the foreign minister 
of India. The Government of India are 
both dismayed and regret the content 
and tenor of the note. It can hardly be 
conducive to overcoming the ethnic 
crisis in Sri Lanka." 

New Delhi's rebuttal added that it 
appeared Colombo was making these 
accusations as a result of its failure to 





Jayewardene: mending fences. 


The latest turn in the two-year his- 
tory of the PPA came in the context of 
an increasingly hardline position by the 
KMT against the opposition group's ef- 
forts to set up local branches. Sources 
said that high-level party officials and 
security agency heads met last month, 
‘ist as the Philippine opposition's ulti- 

iately successful efforts to take power 
"ere unfolding, and decided on a 
counter strategy which included block- 
ing access to the PPA's meeting place 
with military police and arresting oppo- 
sition leaders, if necessary. 

The conflict over the PPA has been 
going on eince it was set up by opposi- 
tion legislators and other elected offi- 
cials in May 1984. The government ar- 
gues that the PPA is an illegal organisa- 
tion because it has not registered with 

e Interior Ministry. Oppositionists 
have refused to register the group. 
partly because the ministry will not ac- 
cept the term fangwai, or opposition, 
now taboo in official documents. 

Furthermore, PPA leaders openly 
say that since the group's purpose is to 
circumvent the KMT's ban on new poli- 
tical parties, it does not come under 
existing re&ulations, which are intended 
to cover clubs and other civil organisa- 
tions. “The law is not suitable for a poli- 
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engage in constructive negotiations. 
The evidence was strongly indicative 
that Colombo was seeking a military 
solution and Sri Lanka's assertions that 
it was seeking India's cooperation to re- 
solve the crisis was just “an exercise to 
camouflage its real motivations." 


hile the Sri Lankan parliament en- 

gaged in what the local press ap- 
propriately described as a bout of 
Bhagat-bashing, the Indian Cricket 
Control Board announced that India 
was pulling out of the Asia Cup tourna- 
ment — involving India, Pakistan, Sri 
Lanka and Bangladesh and scheduled 
to begin in Colombo on 30 March. 

Saying that the tour was off, the cric- 
ket hoard's secretary added in New 
Delhi that “the decision has been taken 
because the Sri Lanka visit has not been 
cleared by the government." Indian 
press reports, however, said that sports 
officials had *not abandoned all hope" 
and that there was a possibility of Indian 
participation if “the political discussions 
now taking place between the Indian 
and Sri Lankan governments on the 
ethnic issue advanced significantly." A 
Colombo newspaper suggested that 
India, perhaps, feared losing to Pakis- 
tan. 

While Colombo continued to main- 
tain, and New Delhi kept denying, that 
the problem in Sri Lanka "stems from 
an initial terrorist challenge fostered 
from Indian territory," voices of mod- 
eration including the daily /ndian Ex- 
press demanded that the two sides cool 
It. 


tical organisation," said Hsieh Chang- 
ting, a second-term Taipei city council- 
lor and the PPA's executive secretary. 
"The KMT has never registered, nor 
have the two minor parties [which both 
predate martial law], so there's no 
reason we should." 

The KMT's earlier attempts to force 
the PPA to register had ended in stale- 
mate between a defiant PPA and the 
ruling party's reluctance to force the 
issue (REVIEW, 14 Feb. '85). At that 
time, international attention was con- 
centrated on Taiwan in the wake of the 
October 1984 murder of KMT critic 
Henry Liu in California. 


he resurgence of a KMT hardline 

approach, signalled by a series of in- 
creasingly emphatic statements by In- 
terior Minister Wu Po-hsiung against 
PPA establishing branch offices, has 
been linked by some analysts to the 
KMT plenum at the end of March. Ac- 
cording to this view, party conserva- 
tives, particularly in the security agen- 
cies, are determined that the opposition 
should not achieve an important organi- 
sational milestone in the sensitive 
period leading up to the plenum. 

In an effort to prevent a confronta- 
tion, a few KMT liberals launched an ef- 


The Express, which has been sym- 
pathetic to the Sri Lankan point ot view 
as opposed to south Indian newspapers 
like The Hindu, made the point that over- 
heated rhetoric was hardly likely to 
help. The newspaper also commented that 
Bhagat had been stampeded into mak- 
ing statements that were best avoided. 

"The heady admixture of Tamil 
Nadu politics to the delicate Sri Lanka 
question has not for the first time dis- 
torted perspectives . . . both sides [the 
rebels and the security forces] are re- 
sponsible and blaming the one while 
glossing over the actions of the other 
cannot create the conditions and mood 
for reasoned and meaningful negotia- 
tions . . ." the Express editorialised. 

Fernando told parliament that what- 
ever Bhagat might have said, Colombo 
found Gandhi's statements "quite con- 
structive." He also claimed that Gandhi 
and Jayewardene had *very good rela- 
tions" and Sri Lanka hoped this would 
continue. 

However, a visit to Colombo in the 
short-term by Indian Foreign Secretary 
Romesh Bhandari, who has been handl- 
ing the Sri Lanka problem for India, 
seemed improbable. At his 9 March 
meeting with the Indian high commis- 
sioner, Jayewardene said that the origi- 
nal invitation to Bhandari stood, and 
the foreign secretary was welcome here 
whenever he chose to make a visit. But 
Dixit did not seem optimistic about 
such a visit at the moment, saying he 
did not know when the secretary, who is 
due to retire at the end of March, may 
make a trip. o 


fort last month to persuade the PPA to 
hold off on its plans, both through direct 
contacts and by way of a group of liberal 
university professors who maintain ties 
with both sides. Even then, the pros- 
pects for compromise appeared poor as 
attitudes remained unbending. 

You Ching, PPA president and a 
member of the watchdog Control Yuan, 
said: “When I met with one of the KMT 
go-betweens, Hsiao Tien-chan, a legis- 
lator and vice-director of the party’s po- 
licy committee, all he did was recite the 
policy as it had been decided on high.” 
By now, the go-betweens have given it 
up for a lost cause as well. “Neither side 
will listen to us, so there’s not much 
point in it,” said one. 

The competition for influence within 
the amorphous opposition grouping be- 
tween the PPA and the other main op- 
position body, the Writers and Editors 
Association, is another factor that helps 
to stiffen the PPA. The PPA leadership 
has often been accused of being too 
prone to compromise by the more radi- 
cal association. And with active prepa- 
rations already under way to determine 
who will have the opportunity to run for 
office in the national elections in De- 
cember, no one wishes to appear overly 
charitable to the KMT. 
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ly imily Lau in Hongkong 
t9 a.m. on 6 March, three wizened 
old women walked into a Pokfulam 
trict polling station to cast their bal- 

for incumbent Urban Councillor 
seph Chan. Clutching Chan's pam- 
hlet, the women said they were illiter- 
te and did not know what.to do. After 
hecking the electoral roll, staff at the 












ered voters. They left the station just as 
onfuse 5 they had entered... 

At 9 p.m., two young couples took 
heir 'oddlers to a polling station in Chai 
an district “to show them democracy 
work." They said they had studied the 
orms of all four candidates and had 
ded to vote for Brook Bernacchi be- 
e of his. age and experience. As it 
urned out, Bernacchi lost in his consti- 
uency by 24 votes, while Chan won his 
a comfortable margin. — 
Seventy-nine people contested for 27 
seats on the British: us das s Urban 
and Regional councils, which .. “a 
have jurisdiction. — over 
ygiene, environment, arts 
nd culture. Popular veteran | 
rban Councillor Elsie El- 
ott Tu,.72, was. returned 
with 21, 725 votes, the highest 
number of votes polled. 

In all, more than 360,000 
eople cast their votes. The 
turnout rate of 2776 of regis- 
tered voters was regarded as 
igh for municipal elections 
in Hongkong. Most of the 
Winners are in their 30s and .- 
40s, and earn their living as social work- 
ers, teachers, school principals-or law- 
fs. Twelve. candidates who failed to 
poll 12.5% Of the votes cast lost polling 
sposits of HK$1,000 (US$128); 

The elections. marked another small 
» forward in Hongkong's long march 


















































ts way, will be completed by 1997 
i the territory will revert to Chinese 
ereignty. The poll was the third held 
e the December 1984 signing of the 
-British joint declaration on Hong- 
'$ future. March 1985 saw the first 
r territory-wide elections by univer- 

ranchise to 19 advisory district 
rds. And in September rs year, 
ut 0. 5% of the territory’s 5.5 million 
ple elected 24 members to the Legis- 
ve Council (Legco), a lawmaking ad- 


ry body. 
rhe Chinese Government has re- 


Vue 










la long w way to go towards democracy 


tation said none of them were regis- 


ds democracy which, if London 


being drawn up by Peking to be used in 
Hongkong after 1997, when the terri- 


tory becomes a special administrative 
region of China. Some Hongkong peo- 


ple, particularly those in commerce and 
industry, are against political change — 
viewing the process as a threat to stabil- 
ity and prosperity here. 

John Lambourn, a former president 
of the Association of Expatriate Civil 


Servants of Hongkong, said the govern- 
ment has no business championing a 


democratic movement in Hongkong in 
the transition period to 1997. He said it 
was ridiculous for the government to stir 


up demands for political rights and self- 


government when political freedom 
here had been so severely restricted 
under British colonial rule. 

Compared with elections in other 
Asian. countries, Hongkong's recent 


. poll was peaceful and uneventful. There 
was only one reported case of violence, 





Registered 
voters 


boards 


involving - an assault on a campaign 


_ Worker, though the territory's Indepen- 


dent Commission P sd Corruption 
received more than 30 complaints of al- 
leged corruption. 


T: pro-Peking Chinese- -language 
daily Ming Pao described Hongkong 


voters as "educated, orderly, law-abid- 


ing and rational. " The newspaper 
praised the Hongkong Government for 
not endorsing any candidates, saying 
that was the major reason elections 
could be carried out in a fair manner. 
Of the 79 candidates, at least five 
have pro-Peking connections. The pow- 
erful leftwing Federation. of Trade 


| Unions (FTU) said it supported only 
| rban Coun- | 
. cillor Peter Chan. Tam Yiu-chung, FTU 


one candidate, incumbent 


vice-chairman and a Legco member, 


| said Chan was a longtime FTU legal ad- 
viser and had asked for the union's sup- | 


port. Chan won, with almost half of the 
votes cast in his constituency. 


Three of the other four candidates i 
with leftwing connections lost, Stephen 





connection is suspect among th: 
| rate. If Chan's connection with the 


handful of candid 





| interest in politi 
ere, said any. pre 










had been widely known before the 
tion, Tang said, he might not have won. |. 
Tang is an. appointed Taipo district. | : 
board member. . g | 
The three candidat. es who lost are. all 
in their 30s and very articulate. Their 
failure suggests Hongkong’ s leftists had. 
underestimated the. general public's 
anti- Left. mood. In contrast, the terri- 
tory's pro-Kuomintang groups did not 
field anyone in the*election, though a 
ates have some right- 
‘he rightwing is 












| sponsor ame candidates, 
sal (non ciy 







'o) | i rene s . highe 
policymaking body, campaigned v 

ously for their protégés. Exco ar 
Legco unofficial Maria Tam, who is also ^ 
a member of the Peking-appointed 
Basic Law — Drafting “Committee 


(BLDC), did not stand for re-election to 





the Urban Council. Instead she sup- 
$ arent several candidates, 
ut most lost. ` 
.. BLDC. members and 
Legco unofficials Martin Lee 
and Szeto Wah, and Legco un- 
officials Selina Chow and Des- 
mond Lee also campaigned 
hard for their candidates. 
Tang said the support of these 
and other of Hongkong's well 
known politicians did not ap- 
pear to sway the electorate. 
In most cases, voters prefer- 
red candidates with a good 
record of community service. 
This was illustrated by the resound- 
ing triumph of the Hongkong People's 
Council on Public. Housing Policy - 
which successfully fielded ‚six cand 
dates. In its steady involvement in loc... 
elections since 1982, the council has 
proven to be the territory's best-or- 
ganised community group. The election 
results showed the group's leaders and 
the organisation as a whole have.been 
widely accepted by. the community, 
Tang said. Members of district boards 
and the Urban Council who have re- 
ceived support from the council have 
proved to be cautious, sensible people. 
It is too early to say how the election 


results will affect the government 


major political review planned for next 
year, when the crucial issue of direct 
elections to Legco will be considered. 
While some people maintain that Hong- 
kong people have been dragged reluc- 
tantly into the. democr: tic. process, 

others argue that the re 
should | n 
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Talk of a Moscow-Peking meeting could be a trial balloon 


By Richard Nations in Hongkong 
A front-page article in the Hongkong 

& Chinese-language daily Wen Wei 
Po saying China has offered to send its 
“highest leader” for summit level talks 
in Moscow if the Soviets will remove 
*affy one of thé three big obstacles” 
hampering the normalisation of Sino- 
Soviet relations, is attracting keen at- 
tention in diplomatic circles. 

Quoting sources “close to the Soviet 
side," the 8 March article said that “a 
Rumanian leader" who visited China 
last year conveyed the message to the 
Soviet leader Mikhail Gorbachov, but 
the Soviets — who have not yet replied 
formally — are reluctant to accept “pre- 

onüitions" for a high-level Chinese 
‘sit. zt 

Chinese officials dismissed the Wen 
Wei Po article as “premature” and 
“baseless speculation.” But Western 
diplomats regard the leftwing daily as 
well-connected to high-level communist 
party officials and doubt the newspaper 
would write on so sensitive a subject 
without authoritative guidance from Pe- 
king. The article is “either accurate or it 
is a trial balloon,” a Western CRina 
analyst commented. “In either case we 
are taking it seriously.” 

The article did not mention any lead- 
er by name and diplomats say that the 
phrase “highest level leader” in China’s 
hybrid political order could refer to a 
range of personalities including China’s 
paramount leader Deng Xiaoping, Pre- 
sident Li Xiannian and Premier Zhao 
Ziyang. Rumanian President Nicolae 
Ceausescu visited China last August 
and may well be the diplomatic conduit 

ferred to in the article. 

^ Nonetheless, observers point out 
uiat the offer of “summit level” diplo- 
macy — regardless of who represented 
Peking — would be enormously appeal- 
ing to Moscow since it would amount to 
a formal Chinese seal on the process of 
Sino-Soviet reconciliation, something 
Chinese Waders have been careful of 
late not to give away too cheaply. In- 
deed, Peking has gone out of its way 
recently to reproach the Soviets in 
public for refusing to negotiate the 
“three obstacles” — Soviet troops 
along their common border, support for 
the Vietnamese occupation of Cam- 
bodia and the Soviet invasion of Af- 
ghanistan. | ! 

Chinese officials chastised Soviet 
Deputy Foreign Minister Mikhail 
Kapitsa for declaring in Peking last De- 
cember that China had agreed to an ex- 
change of ®isits between the two foun- 
tries’ foreign ministers. The announce- 
ment was widely read as an indication 
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that the Sino-Soviet dialogue had bro- 
ken new ground by moving beyond 
purely economic normalisation into 
more clearly political topics. But 
Chinese sources now deny that such 
visits were agreed upon even "in princi- 
ple," maintaining that Peking has only 
“taken note of the Soviet request." 

Peking stiffened its stance towards 
the Soviets following an unannounced 
meeting between  Gorbachov and 
Chinese Vice-Premier Li Peng who 
stopped over in Moscow for one day last 
December on his return from an official 
visit to Eastern Europe. Although dip- 
lomats say little is known of what trans- 
pired during that meeting, indications 
are that it did not go well. Thereafter 
Peking again underscored the link be- 
tween normalisation of “political rela- 
tions" and progress on the "three obsta- 
clés. 

Peking seems anxious to remind 
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Gorbachov; Deng: no fundamental shift. 





Moscow not to take China for granted. 
By the same token, diplomats believe 
China is keen to reassure the US — 
which has expressed its dismay through 
diplomatic channels at the unexpected 
pace of Sino-Soviet reconciliation — 
that there is no fundamental shift in 
Sino-Soviet relations which could 
jeopardise the Reagan administration’s 
support for technology transfer to 
China. 

Finally, China’s reported offer of 
summit diplomacy seemed timed to 
have a maximum impact on Soviet po- 
licy, as it came on the eve of the 27th 
party congress in Moscow where 
wholesale leadership changes were con- 
firmed which are likely to leave foreign 
policy particularly fluid. 

Nonetheless, analysts here see no 
change in the Chinese leadership’s com- 
mitment to improving relations with the 
Soviet Union, and compare the occa- 
sional public outbreak of bad temper 
with Moscow to Peking’s now-ritualis- 
tic declarations to Washington on the 
Taiwan problem. u 
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! ohn McBeth in Bangkok 7 

ormal agreement between the US 
nd Thailand is expected to be 
ed before mid-year on setting up 










ird such project in the world and 
rst in a country where American 
| are not based. Although Thai- 
is viewed by Washington and its 
n neighbours as a "frontline state" 
-harbours fears of intensified Viet- 
mese pressure along its eastern and 
rtheastern borders, officials say the 
ckpile is designed for a “nation- 
eatening emergency" rather than to 
lenish units during limited border 
ghting. M 
, The commander-in-chief of the US 
acific Command, Adm. Ronald Hays, 
ai military 
















iscussed the project with T 

ders during a recent visit to 
ngkok, his first since assuming his 
rent post last year. He told. a press 
onference before his departure: “The 
ctivity is intensive, the dialogue is on- 
going and it is approaching a stage 

here many of those decisions as to 
specifically what that stockpile is going 

























' Husain Haqqani in Islamabad 
JA three-month-old dispute between 
*& the Pakistan authorities and Pathan 
besmen living along the Afghanistan 
der appears to have been resolved, 
east for the moment. Pro-Soviet tri- 
eader Wali Khan Kukikhel, 74, 
iged loyalty to Pakistan at a govern- 
“sponsored jirga (tribal assembly) 
| at the provincial governor's resi- 
ce in Peshawar on 3 March. | 
iis marked the end of a revolt by 
ikhel's faction of Afridi tribesmen 
| had prompted Pakistani troops to 
mt a military operation last De- 
er in the Khyber region of North- 
t Frontier Province. Frontier tribes- 






ugh agreements dating back to Bri- 
rule, and use of Pakistani troops in 
al territory was considered a viola- 
of tribal autonomy. | 
Mghanistan's et-inst 
'rnment supported the December 
it by Kukikhel's followers; and 
stan had described its subsequent 
litary moves as a law-enforcement 

















‘he US and Thailand near an accord on a munitions stockpile 


land a war-reserve stockpile — 


had been granted a special status - 


Soviet-installed - 


—— 








to entail [will be decided] in the not too 


. distant future." | 
Hays added that the stockpile was 


important "as far as your [Thailand's] 
securit po ure is concerned, so far as 
your ability to fight a war is concerned 
. . . Now hopefully if you do all those 
things that will prepare you to fight a 
war you'll never have to fight it, and 
that's what it’s all about.” — 

Both sides seem anxious for rapid 
progress towards an agreement, 
perhaps because of the scheduled visit 
early next month of US Defence Secret- 
ary Caspar Weinberger — his first since 
late 1983. N 

The war-reserve proposal was first 
made public in a memorandum of 
understanding on logistics support 
which Weinberger and Thai Prime 
Minister Prem Tinsulanond signed in 

Washington last October. Under that 
accord, which formalises Washington's 
understood guarantees of prompt assist- 
ance to Bangkok in times of interna- 
tional tension, Thailand has become 
one of only a handful of countries with 















of arms and narcotics by the tribe. 
Due to the tribal belt's special posi- 
tion, Pakistan's laws do not apply, 
which makes it a haven for criminals. 
Tribal chiefs make a living out of assist- 
ing or organising activities which are il- 
legal in the rest of the country but are 
sanctioned by tribal customs. 
Since 1947, Pakistan and Afghanis- 
tan have vied for the loyalty of the 
Pathan tribesmen, most of whom are 
armed and are known to be fierce fight- 
ers. 
maliks, are known for switching loyal- 
ties between the two countries in return. 
for favours. MEM | 
The recent Khyber dispute started 
after a jirga in Kabul last year called 


upon Pathans inside Pakistan to support - 


the communist regime in Afghanistan 
on grounds of Pathan nationalism. 
Pakistani maliks, led by Kukikhel, re- 
ceived a red-carpet welcome in Kabul 
and returned home with gifts and prom- 
ises of weapons. E s 


Later, Kukikhel acted as an inter- 


Influential tribal chiefs, called 


mediary in the distribution of Soviet- 
2 | E 

























-down on trib 










the idea for a Thai stockpile at the time | 
of their Washington’ meeting, and the |. 
initiative was followed up by Assistant 
Secretary of Defence Richard Armitage 
when he visited Bà 1 

later. “The Thais have alo 










|: is uncertain how the Thais intend to 
i deploy the rese initions, but in 
practical terms it could mean three 
separate stockpiles at different loca- 
tions for each branch of the arme ` 
forces. Officials stress that the Thais wi 
be solely responsible for security and ^ 
that while the Americans will offer guid- 
ance and technical assistance, the new 
arrangement may mean the addition of 
only one officer to the staff of the small 
Bangkok-based Ji 5 Military As- 
sistance Group, which liaises with' the 
Thais on logistics matters. "m 
Much of the hardware will bé 'ám- 
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ukikhel and his men mobilised the 

.tribesmen against ^ Islamabad, 
claiming the authorities had stepped up 
interference in tribal affairs and calling 
ing the area's 


for "freedom in developing the 
ee t0 
he December 


military operation, Kukikhel had set up 









opium and heroin. 












headquarters at Toda Mena deep inside 
















munition and missiles, enough for a | == 
significant boost to Thailand’s ability to | 
fight a prolonged conventional conflict, | - 
and spare parts. American officials say |. 


they are uncertain .as.to what cir- 


cumstances would, give. US military | | | 
forces access to the arsenal, but as | 
one pointed out: "The.composition of | — 
the stockpile will be such that it will be | 


far more suited to. Thailand than the 
US.” 

Apart from the sophisticated Nato 
stockpile, the only other country with a 
similar arrangement with the US is 
Squth Korea — another frontline state 
which Hays said might only get 12-24 
hours advance waraing of an all-out at- 
tack, with 6095. of North Korea's 
800,000-man. army poised within easy 
striking distance of the demilitarised 
zone. Washington's perception of a 
threat to Thailand is not nearly as 
gloomy, but it would be worrying all the 
same should the Vietnamese decide to 
up the stakes in their war against rebels 
'n Cambodia along that country's bor- 
ler with Thailand. 

The US maintains a 40,000-strong 
force in South Korea, but in Thailand 
there is no US military presence and 
there is little peacetime prospect of that 
changing. As army chief of staff Gen. 
Chaovalit Yongchaiyut reiterated last 
year: “It is our mutual desire not to have 
any US soldiers or US military bases in 
this country.” Oo 
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sition after his initial defiant statements, 
and the recent Peshawar jirga for- 
malised a resolution of the conflict fol- 
lowing Pakistan’s assurances of respect 
*for tribal autonomy. But observers say 
the rapprochement can only be de- 
scribed as temporary. As one Western 
diplomat put it: “Tribal autonomy is an 
anachronism and the temptation to take 
advantage of this unique system pre- 
vails. There will always be some enter- 
prising tribal chief wanting to make 
money through drugs and weapqns, and 
the Soviets have a continued interest in 
inspiring tribal dissent.” Oo 
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Meagre compensation 


— Poppy growers clash with troops as crops are destroyed 


. area, near Swabi, almost 90 km northeast of 
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t least eight people, including a policeman, were killed and several others 

injured in an armed clash between Pakistani forces and opium farmers in 

the North-West Frontier Province (NWFP). The clash occurred on 8 March 

after several weeks of negotiations during which officials tried to convince 

farmers to destroy voluntarily this year's poppy crop in the Jadoon-Amazai 
' eshawar. 

The authorities turned down the farmers' demands for compensation and 


met with resistance when they employed forces to destroy the crop, grown on 
- small terraces spread over some 2,500 acres of rough hilly land. Opposition 


politicians in the NWFP supported the poppy cultivators and some of them 
were arrested for a short time after demonstrations over the compensation 
issue, though most of the political leaders, including National Democratic 
Party chief Wali Khan, were released. Provincial authorites refused to order 
the release of Jadoon-Amazai MP, Yaqoob Khan Jadoon, who has cham- 
pioned the cause of poppy cultivators in his area. 

Trouble in the Jadoon area reflects a major problem facing the Pakistan 
Government. Pakistan is under pressure from Western countries, especially 
the US, to stop the supply of heroin and prevention of opium farming is a 
major part of the anti-narcotics programme. The rising number of heroin ad- 
dicts in Pakistan has also caused concern and today officials appear to be 
somewhat more serious in enforcing narcotics laws. 

- But for opium farmers in the NWFP the issue is primarily an economic one. 


According to Yaqoob Jadoon, there are almost no heroin addicts in the 


opium-growing areas and farmers do not appreciate the need to leave the crop 
they have grown for generations particularly at a time when its sale on the 
“smugglers market” has become more lucrative than ever. Opium is grown in 
the Jadoon area on small tracts of flat surface in the hills and the average land- 


. holding of small farmers is only half an acre. 


This year farmers expected Rs 16,000 (US$1,000) for the half-acre yield of. 
opium and demanded Rs 40,000 in compensation from the government for de- 


_stroying their crop. The government has already invested US$20 million in US 


aid towards crop substitution as well as 
another Rs 50 million for infrastruc- 
ture development in the area over the 
past three years. Officials refused 
further compensation this year and 
only offered subsidised food rations 
"*.* | during last-minute negotiations before 
| destroying half the standing crop. 

Jadoon tribe leaders say the crop- 
substitution money has been pilfered 
or spent on development schemes such 
as road building, instead of being in- 
vested in land reclamation and irriga- 
tion. “The plots of land in our area are 
too small and inadequately irrigated to 
grow anything else,” argued one tribal 
elder, adding: “If farmers are to be 
convinced of giving up growing poppy, — 
they should be provided alternative 
means of support on a regular basis.” 

Even Western aid officials agree 
that part of the crop-substitution 
scheme has not been correctly implemented. As one of them explained: “The 
farmers need immediate alternative income but they are offered poultry farm- 
ing or fruit growing projects instead. This hardly helps them decide against 
cultivating poppy.” 

Officials contend that the farmers are reluctant to change their ways and 
want to benefit from cash subsidies for crop substitution without stopping 
poppy cultivation. Local politicians are also accused of using the opium issue 
to boost their standing with the farmers. 

The Jadoon area clash was officially attributed to “politically motivated 
elements” and the opposition, notably the Movement for Restoration of 
Democracy (MRD), was apparently involved in mobilising the farmers. MRD 
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-. leaders claimed they were only opposing undue use of force by the authorities 


and wanted justice for poppy cultivators, but their obvious aim was to embar- - [ 
rass the government on a sensitive issue. — Husain Haqqani 


51 





pa Ne SRE RE RTE a Te 





The people's car leads 
the road revolution 


By Jagdish Bhatia in New Delhi 


Ww: the winds of innovation and 
enterprise soon sweep the roads of 
urban India? Is a country which many 
believe to be still in the bullock-cart age 
really poised for an automotive re- 
volution? The answer seems to be a 
qualified “yes” — or an equally ambiva- 
lent “no.” 

While more and more indigenous en- 
trepreneurs line up with engines revving 
up for what they hope is the grand caval- 
cade to come, it is not quite clear what 
government policy holds in store. But, 
in the meantime, would-be manufactur- 
ers and potential customers, which in- 
clude a swiftly growing and economi- 
cally assertive middle class, can fan- 
tasise about the great automobile 
bazaar of the future. 

Since independent India stopped the 
general import of cars, Premier Au- 
tomobiles and Hindustan Motors en- 
joyed a virtually monopolistic right of 
way for passenger vehicles. On its be- 
lated appearance, Sanjay Gandhi's 
posthumous brainchild, the Maruti, 
originally conceived as a “people’s car” 
and allegedly accorded favourite-son 
treatment by the government, made an 
inroad into the captive market despite 
an eventual price tag of Rs 45,000 
(US$3,750), an approximately 400% 
increase over original price esti- 
mates. 

Sired by Suzuki, the little Maruti 800 
seemed to usher in a brave new world 
for the Indian motorist, long resigned to 
Premier’s Fiats and Hindustan Motors’ 
venerable Ambassador, based on a 
rather ungainly 1950s Morris Oxford 
model. Immediately overbooked, the 
first Marutis were assigned by lottery, 
lucky recipients being able to sell off the 
prized status symbols for a handsome 
premium. 

To meet the Maruti challenge, Hin- 
dustan Motors responded with its Vaux- 
hall-based Contessa, an up-market 
family sedan priced at arourid Rs 
90,000. Premier, late off the mark. 
has yet to introduce its new 118 


Meanwhile, Standard Motors, back 
in the fray after having discontinued 
their Triumph-based Herald and Gazel- 
le series, have launched the Rover 2000 
— at Rs 1.93 million and with power 
steering, electrically operated windows 
and compatible air-conditioning sys- 
tem, the most expensive and sleekly 
sophisticated indigenous car on Ifdian 
roads at present. 

As competition accelerates, Maruti 
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Udyog has already come out with its 
Gypsy Jeep-style model and the Maruti 
1800, and Hindustan Motors has intro- 
duced its Contessa I.8 GL Classic with 
its 1800 c.c. Isuzu engine, synchromesh- 
ed five-gear transmission and air-condi- 
tioning option. 

As if all this were not enough, the 11- 
day Auto Expo '86 recently held in New 
Delhi, appropriately timed to coincide 
with the 100th anniversary of the inven- 
tion of the motor car, featured a dazzl- 
ing preview of the automotive shape of 
things to come — provided government 
permission is granted. Among the stars 
of the show was the Honda Accord 
sedan, hoping to make its Indian debut 
under the wing of Tata Engineering and 
Locomotive Co. (Telco). Billed as a 
precision driving machine that *radiates 
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Maruti assembly line: brave new world. 


an aura of class,” the two-litre Accord is 
capable of a top speed of 200 km/h and 
— if the go-ahead is given — expects to 
roll off the assembly line at a rate of 
10,000 vehicles a year with a 45% indi- 
genous component and a price tag of Rs 
1.7 million. 

With its 118 NE yet to appear, Pre- 
mier Automobiles showed off its pro- 
posed Nissan Sunny B11, and Hindustan 
Motors trumped its own Contessa Clas- 
sic by displaying the Isuzu Gemini, 
judged to be the “best-designed car” at 
the Tokyo International Car Show last 
October. If sanctioned, the Gemini 
could be in the running by 1988 with an 
approximate price of Rs 130,000. 

Escorts got onto the bandwagon with 
the Citroen 2CV(6), nominated by the 
French National Institute of Consump- 
tion after a three-year test as “the 
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world's most economical vehicle." 'At 
an estimated Rs 45,000, the beetle-like 
600 c.c. Citroen, described as ugly by 
some and quaint but cute by others, 
could give the Maruti a run for its 
money. 

Another notable entry was the Ma- 
yura, India’s first 100% indigenous car. 
Made by AII Tools Ltd; a small Coimba- 
tore-based company; which began in 
1974 by supplying diesel engines to Hin- 
dustan Motors, the Mayura has been'six 
years in the making: and is priced" at 
about Rs 100,000. . 

The light commercial vehicle (LCV) 
and two-wheeler lanes at the expo were 
even more crowded: Competing with 
Hindustan Motor’s Isuzu Trooper were 
DCM's Toyota, Bajaj's Trax and 14- 
seater Traveller (based on the Mercedez 
Benz Transporter) and the Chatelec 
van, India's first battery-powered vehi- 
cle. | 

The choice in two-wheelers range 
from the Lohia Super Deluxe scoote. 
with its built-in stereo system, the En- 
field Fury, the Bajaj Kawasaki and the 
Yamaha Rajdoot motor bikes to the 
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Hero Honda, Luna Double Plus and 
Ind-Suzuki mopeds. 2 

his embarrassment of riches, how- 

ever, raised doubts as to whether the 
industry was not all geared *up with 
nowhere to go. Although car sales 
reached 100,000 in 1985, an increase of 
over 50% over the previous year's fig- 
ures, the Planning Commission foresees 
a levelling off in demand to about 
150,000 cars a year in 1988-89. Maruti 
alone can produce 100,000 cars a year, 
leaving little scope for other conten- 
ders. 

While less than 20,000 LCVs were 
made in India in 1984-85, the present 
licensed capacity is 170,000 against a 
projected demand of between 75,000 
and 81%000. In the two-wheelef market, 
supply could exceed demand by almost 
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Another major obstacle for the in- | 


dustry is the low budgetary allocation 
for road development. It has been 
pointed out that while in the seventh 
five-year plan period the total allotment 
for roads was Rs 50 billion, the govern- 
ment earned over four times that 
amount from vehicle tax receipts. 
Rajesh Pilot, union minister of state 
for surface transport, has been quoted 
as admitting that “for every Rs 5 we 
need [for road development] we are 
getting one." The ubiquitous pothole 
cotild prove a pitfall for the car in- 
dustry. i 

But what would act as the most effec- 
tive brake to the sudden spurt in the in- 
dustry is the manufacturers’ failure to 
indigenise rapidly enough to satisfy 
targets set by the government. For 
example, though Maruti exceeded its 
production schedule by 40,000 vehicles 
by the end of 1985, only about 30% of its 
components are locally made, as against 

projection of over 42% by 1985-86 and 
5% by 1988-89. 

In a recent speech, Prime Mini- 
ster Rajiv Gandhi took the industry 
to task for its relucfance, or inabi- 
lity, to achieve greater self-reliance 
through independent 
research and develop- 
ment. An Industry 
Ministry official sum- 
med it up more suc- 
cinctly: “The Auto 
Expo should have been 
called the Auto Impo.” 

The car manufac- 
turers have sought to 
pass the buck to lack of 
quality control in the 
local auto ancillaries 
sector, which made up 
the great majority of 
the 121 companies re- 
presented at the New 
Delhi Expo. 

A spokesman for 
he Automotive Com- 
ponents Manufacturers 
of India has admitted 
that this small-scale sector, comprising 
Some 200 units with a 1985 output val- 
ued at Rs 90 billion, was *in danger of 
going out of business due to [its] in- 
ability te keep pace with the technologi- 
cal advancement in the Indian car indus- 
try." 

Apprehensive that the liberalised 
automobile policy could, during the 
eseventh plan, cost the country the equi- 
valent of over Rs 10 billion, the Finance 
Ministry has recommended major re- 
thinking on the issue. Whether or not 
this hampers the Indian industry, Auto 
Expo '86 has shown that both would-be 
manufacturers and hopeful customers 
are eager to get the show on the road. 
As one visitor to the exhibition put 
it: “If ndt tomorrow, maybe fhe day 
after.” 
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for Calcutta's rickshaws 
i 


Calcutta, which also lays claim to India's first underground railway, the hand- 


n his book on Calcutta, Geoffrey Moorhouse foresaw the revolution he felt 


was inevitable being heralded by the clanking of rickshaw bells. Unique to ` 


drawn rickshaw has often been seen as an apt symbol for an anachronistic city. | 


The 30,000-odd rickshaws that rattle along the 
streets have been deplored as inhuman and repeat 
factor responsible for 
most of whom are landless labourers from 
and Orissa, have been viewed as intruders 
problems. | 

But despite all opposition, 
coming into its own when the monsoons 
sophisticated modes of transport to a waterlogged 


the rickshaw has managed to roll on regardless, 
flood the streets bringing more 
standstill. Storm clouds, 


city's potholed, congested — 
y identified as a major — 
the city’s anarchic traffic conditions. Rickshaw pullers, —.— 
the neighbouring states of Bihar — — 
adding to Calcutta's chronic civic — 


however, have now gathered which could augur the end of the road for the — 


great majority of Calcutta's rickshaws. 

The civic authorities are reportedly planning to launch a concerted drive 
against the estimated 24,000 unlicensed richshaws plying in the city. Similar 
exercises periodically resorted to in the past have not yielded lasting results 
and impounded vehicles have soon rea 
police complicity. Seized richshaws par ed outside police stations have been 
known to mysteriously “disappear” overnight and it is said that many of the 
unauthorised vehicles are owned by policemen who hire them out to pullers. 


According to existing laws, impounded rickshaws, averaging about 600 a 


month, have to be held for a minimum of six months before their destruction 
can be sanctioned by court order. Besides giving rise to possible malpractices, 
this has also posed problems of park- 
ing and storage. Under the proposed 
amendments, such vehicles will be de- 
stroyed after 15 days. 

But like the wiry men who pull 


chaotic traffic, rickshaws, licensed or 
otherwise, have proved themselves 
adept at survival despite all odds. 


tively demonstrated against alleged 


what they consider their | 


cians and social organisations have 
also championed their cause. 

It has been argued that with its de- 
sperately inadequate public transport 


pc 





& 


" a. 
PETER GRANT 


peared on the streets, allegedly with — 


them, nimbly braving the hazards of - A 


Unionised rickshaw pullers have effec- 


police harassment and efforts to curb 
itimate 
means of livelihood. Several politi- 


and a road surface comprising only 6% — 
of its total area, Calcutta cannot do 
without its manoeuvrable, all-weather — - 


fleet of rickshaws estimated to account — | 


for some 700,000 passenger trips per day out of the city's overall daily average 
of 6.8 million. Schoolchildren, the elderly and the infirm rely the most on these 


vehicles, many of which are engaged by families for specified trips on a a 


monthly basis. 
Another major problem is the rehabilitation of the dispossessed. The sug- 


gestions made so far — including a cash compensation of Rs 2,000 (US$164) or _ s 


persuading the neighbouring states to grant them farming land — are obvi- 


ously impracticable. It has been suggested 
rickshaw but the 1919 Hackney Carriage Act 
which, amended in 1939, limited the number o 
increase in population. 

The traffic authorities, however, 


thing of an embarrassment for West Beng 
course it opts for, 


that what is outmoded is not the 
pectine these vehicles and 

rickshaws in the city area to 
6,000, a figure that remains unrealistically unchanged despite the enormous — 









53 


! e smn os ra e d 


^ 


| HISTORY 


Grey rats, grey wolves 


V ery few of the warlord generals who 
tramped across China's landscape, 
[E arceled out its provinces and shaped its 
istory in the first half of this century, 
-have been neglected by historians. 
. Those not prominent enough to be- 


come the subjects of definitive bio- 


| graphies have at least gained a mea- 
sure of immortality in doctoral disserta- 
tions and ponderously footnoted mono- 
| grap hs. 
But what of the rank and file, the 
. faceless "grey rats and grey wolves," as 
the peasants in army uniforms were 
sometimes called? Where did they come 
from and how were they recruited and 
trained? What kind of treatment did 


| 4 ley receive while in service and how 


. did they behave towards their civilian 


I or osites? And how were they per- 
P 


ceived by the Chinese people? These 


questions have never received more 
. than incidental attention until the ap- 
. pearance of Warlord Soldiers. 


= Warlord soldiers, the author con- 


^ ¥ 


cedes, were “not one of the most attrac- 
tive groups to study: they had few intrin- 
si virtues and many vices." On a per- 
sonal level, she adds, “there could be no 
o »vious empathy between a female 
Westerner with no military training 
;»eyond the Girl Guides and the subject 
matter, as there normally is between 
» omen who study women or radicals 
ho study radicals.” 
= Attractive or not, warlords have 
b sen the object of research for Lary, a 
York University historian, for more 
than a decade. If they lack allure, they 
*3 e nonetheless consequential. The 2 
million or so soldiers under arms in the 
1920s in China were unlike armies, how- 
ver large, in other countries. Chinese 
warlord armies, by definition, were 
loyal not to the nation but to their own 
generals. They were a scourge to the 
population, a financial burden on the 
whole country. 

- In addition, by keeping China frag- 
mented, they kept it weak and vulnera- 
le to encroachment by foreign powers 

ger to provide arms to one or another 

of f the warlords in return for guaranteed 
rig ts to plunder his domain. Japan 
) uilt up its base in Manchuria in such a 
E. And, as Lary writes elsewhere, 
the “worst burden of regional militarism 
we as that it was self-perpetuating . . . Sol- 
liers could not provide a stable and 
Er operous administration for China, 
but they could prevent anyone else from 
d doing so.’ 
* It comes as no surprise to discover 


| Warlord Soldiers: Chinese Common Soldiers, 1911-1937 by Diana Lary. Cam- 
B Erogo University Press. US$29.95. 


that the life of the warlord soldier was 
harsh and dangerous. Quarters were 
overcrowded, squalid and. vermin- 
infested. Being wounded was nearly the 
same as being killed due to the nearly 
total medical neglect. And in any case, 
disease was a greater danger to soldiers 
than death or injury in battle, even at 
times of all-out war, Lary writes. 
Frederick the Great's maxim that the 
"common soldier must fear his officer 
more than the enemy" was observed in 
China — with appropriate Confucian 
overtones. “Officers are the fathers and 
older brothers of soldiers. They must 
keep discipline, as in a family,” one 
manual for recruits observed. A sicken- 
ingly detailed description 
of the way in which father- 
ly discipline was meted out 
— 600 strokes with a bam- 
boo rod — is provided in 
an appendix drawn from a 
short story D soldier 
turned writer, Xiao Jun. 


t does come as a surprise 

to learn that the vast 
majority of warlord sol- 
diers were not recruited 
through conscription or 
by the press gang. Men 
might be forced to serve as 
coolies for the army but 
they were seized to serve 
as soldiers only under the 
most desperate circum- 
stances. Mercenaries were 
simply much more depend- 
able. 

It is a measure of the 
extent of China's rural 
poverty that warlord generals could al- 
ways find an abundance of men for hire 
in the countryside. "The army was a 
growth industry," Lary writes. If the 
soldier's life was wretched, it was still 
preferable to the grinding toil of farm 
life for many. 

If army pay was skimpy, it nonethe- 
less often provided more income than 
the land would yield and a sizable 
number of soldiers remitted part of their 
pay to dependants. And if soldiers were 
often unpaid, they were still fed. As 
Lary writes: “An unpaid labourer would 
starve; an unpaid soldier still ate.” 

And there were perks. Civilian life 
was drab and monotonous. Lary finds 
that soldiers were not overworked. In- 
dustrious soldiers could supplement 
their pay by moonlighting. Literate men 
could write letters for their comrades, 
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cobblers could make Bu. tailors who 
could not make it on the outside reaped 
veritable bonanzas making uniforms in 
their spare time. 

The army of Feng Yuxiang, the 

"Christian general" who was rumoured 
to have baptised his troops with a fire 
hose and is seen in vintage films inspect- 
ing the fingernails of his troops, en- 
forced strict discipline at all times. 

But Gen. Feng was exceptional. 
Most warlord generals afforded their 
troops ample time for the enjoymenteof 
i i i horing, drink- 
ing and gambling. ‘Gambling was a re- 
gionalised form of licence,” the author 
insists. “Cantonese soldiers were the 
greatest gamblers, taking their provin- 
cial passion with them wherever they 
were stationed," she writes. 

Fortunately for China, alcohol, “the 





fuel of casual violence in many 
societies," occupied only a relatively 
minor role in Chinese culture. “Chines« 


soldiers drank, but not in the quantity o 


Peasant army: growth industry. 


with the regularity of soldiers of other 
nations," Lary asserts. 

The “ultimate fringe benefit” sol 
diers possessed. was their privileged 
Status in the marketplace. “For them,” 
Lary declares, “regular markgt prices 
did not exist. They could pay what they 
liked for goods and services. Suppliers 
recognised superior force. and took 
whatever was offered for meals, prosti- 
tutes, or goods." 

But this was of small consequence" 
compared to the wholesale theft and 
rapine which was associated with almost 
all warlord armies. Soldiers were 
licensed thieves and few commanders 
sought to restrain their rampages. More 
often, troops were encouraged to seize 
what they wanted from civilians because 
that absolved the generals of the re- 
sponsibility for paying those under their 
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command. Thievery took many forms, | 


from the everyday sort of chicken 
stealing to more imaginative varieties 
such as the two-stage form of ransoming 
in which goods or animals were first sto- 
len and then later *sold" back to the 
owner. 

Most warlords issued their own 
unbacked paper money and hapless 
merchants were forced to accept the 
worthless money at face value by troops 
on a shopping binge. Worse still, the 
soldiers might demand “change” for a 
purchase in real money, using large 
as bills to make small purchases and 
taKing their change in sound metal cur- 
rency. 

á e 

eaving the army was a simple mat- 

ter. Wage soldiers stayed in as long 
as it suited them and then left. Extended 
leaves were frequently given especially 
to married soldiers whose wives could 
manage for most of the year but needed 
help for planting and the harvest. De- 
sertion was so commonplace that it 

iade more sense to concentrate on new 
'cruits rather than on apprehending 





deserters. Generals accepted desertion, 
Lary writes, “as a form of natural selec- 
tion, which removed from the army 
men who would rather not be there, and 
who presumably, because of their dis- 
content, elid not make very useful sol- 
diers." 

Armies were occasionally disbanded 
of course, especially in the years after 
the successful completion of the north- 
ern expedition by Chiang Kai-shek's 
Kuomintang troops in 1928. But it was 
not only the generals who resisted dis- 
bandment but also the rank and file. 
Disbandment meant expulsion from the 
"surrogate family" with little likelihood 
of making a living on the outside. The 
opposition to disbandment is under- 
scored by the frequency with which sol- 
diers viSlently resisted it. ° And, 
paradoxically, though disbandment 
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was a necessary step towards national 
unification, it was as unpopular with 
civilians as with officers and men. Fear- 
ing the disruption and violence of ex- 
soldiers, civilians pleaded with com- 
manders not to disband armies in their 
environs. If their pleas failed, civil au- 
thorities were often willing to pay to 
have soldiers packed on to trains and 
shipped to the next province for de- 
mobilisation. 

Lawless soldiery and violence have 
contributed to the chronic misery of 
Latin America, Africa, the Balkans and 
many other parts of the world in this 
century. It is especially ironic, however, 
that warlordism should be so frequently 
identified with China, for no country 
has had a longer tradition of rule by civil 
authority and disdain for the military as 
part of its accepted philosophy. “Good 
iron does not make nails, good men do 
not make soldiers," Confucius pro- 
claimed 25 centuries ago. 

Lary comments on China's warlord 
predicament in an incisive conclusion 
that places the topic in a context of over- 
arching importance: “The sad tale of 


soldiers was that they were very seldom 
called upon to show their best, but were 
usually allowed to show their worst. 
They were despised by their officers, 
despised and feared by their country- 
men. Only a few warlords or Kuomin- 
tang commanders realised that if sol- 
diers were treated with respect, they 
could acquire self-respect, and serve 
their country. 

“To do this they had to be disciplined 
and efficient, and they had to stop living 
off the land. Such a transformation of 
soldiers was a key element in the success 
of the communists. The refusal to at- 
tempt such a transformation was one of 
the major reasons for the failure of the 
Kuomintang. It was also the reason why 
soldiers remained what they had always 
been in Chinese society, bad iron.” 

— John H. Boyle 
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J apan's bookstores abound with vol- 
umes on the world's oldest profes- 
sion and its players. Hundreds of tomes 
have appeared on this subject as an ele- 
ment of local culture. Dozens more 
have been written on the Korean, 


pressed into the service of Japanese sol- 
diers. 

A third major genre is devoted to the 
Pn of Japanese women in overseas 
brothels. Its most prolific contributor 
has been Tomoko Yamazaki, who has 
published several titles on the history of 
male traffic. 

Two of Yamazaki’s books (pub- 
lished in 1972 and 1974) deal with Ja- 
Poa women who were prostitutes in 
Sandakan (in former North Borneo, 

now Sabah) and other Southeast Asian 
cities where Japanese had settled before 
World War II. Such women were called 
arayukisan, or girls who had gone to 
ork in “China” (meaning anywhere in 
Asia outside Japan), often as a result of 
-being sold or tricked into prostitution. 

^ The Story of Yamada Waka is an 
English — abridgement (1985) of 
. Yamazakis biography (1978) of an 
 ameyukisan, or a Japanese woman who 
. had gone to the US and become a prosti- 
tute. Asaba Waka (family name first), 

born in December 1879, was betroth- 
ed in an arranged marriage on August 
1896 at the age of 16. By the follow- 
ing year, however, she had sailed to 
the US to flee an apparently unkind 
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Prostitute and feminist 


The Story of Yamada Waka by Tomoko Yamazaki (translated by Wakako 
Hironaka and Ann Kostant). Kodansha international. US$16.95. 





husband who was 10 years her senior. 
Like some of her karayukisan sisters, 


Waka may have been promised a job as 


a maid or waitress, but she fell into the 
hands of a procuress who sold her into 


| prostitution. Sometime after the turn of 


the century she escaped to San Fran- 
cisco, where she found shelter in a Pres- 
byterian mission and studied under 
Yamada Kakichi, a journalist whom she 
married no later than 1905. 


he next vear the couple returned to 

Japan, where Waka become a jour- 
nalist herself and a minor figure in 
Japan's early feminist movement. In 
1937 she lectured in various US cities on 
subjects like motherhood protection, 
and back in Japan she founded a house 
for homeless mothers and children. She 
died at the age of 77 in September 1957 
after dedicating the last 10 years of her 
life to the rehabilitation of post-war 
prostitutes, 

Much of this summary has been cor- 
rected in accordance with the Japanese 
edition. The English adaptation, which 
is no more than two-thirds the length of 
the original, has some wrong dates, 
ages, romanised names, and California 
placename misspellings. Some of the er- 
rors may be editorial, but others are 
signs of sloppiness in translation. 

Despite such flaws, and an original 
that is padded with asides about how 
Yamazaki carried out her field work, 
the story of Waka’s fall and rise is told as 





ly necessary, “the frapslerors had chosen 
to spare us the “dazzling sunsets” and 
other scenic samplers that caused 
Yamazaki to sigh “What a spectacle!” 
from the “small window" of her plane. 
Many of the expurgated details, like ex- 
tracts from Waka's family register and 
statistics on the women who sought re- 





fuge in her Tokyo halfway homes, may 


be no less boring but are certainly more 
relevant. 

The translators have provided a 
lengthy introduction. apparently to ac- 
commodate reade who need remind- 
ing that Commodore Matthew Perry 
“demanded” commercial and diploma- 
tic relations with Japan in 1853, and that 
Asians who emigrated to North 
America were often met with hostility. 
They also admit that "certain names [of 
informants| have been changed [in the 
English adaptation] out of considera- 
tion for the individuals concerned," bv* 
they fail to explain why anonymit 
should be assured in one language bu. 
not another. Nor do they give any clues 
as to what they cut or why, 

The original wassentimentalised in a 
1979 TV drama that took advantage of 
the "Roots boom" inspired by two 
showings (1977 and 1979) of a fully-dub- 
bed Japanese edition of the dramatisa- 
tion of Alex Haley's saga of a black 
American family. Roots aroused the la- 
tent curiosity that ethnic majorities in 
Japan have always had about the experi- 
ences of Yamato people in other coun- 
tries, especially the US. Yamazaki's 
books have strongly appealed to the 
needs of stay-at-home majorities to vic- 
ariously suffer the hardships of their 
Overseas compeers.  — William Wetherall 
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Deng and Central Committee members at September 1985 party meetings: the succession question remains. 
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The very success of Deng's reforms inhibits political consensus 


Forward to uncertainty 


By David Bonavia in Hongkong 


s China enters the first year of its Seventh Five-Year 

A Plan, the internal debate,about its current policy 

course has grown clearer and sharper. And the closer 

elder statesman Deng Xiaoping comes to retirement or fail- 

ing health, the less chance there seems to be of finding a con- 

sensus among the various political forces at work in the coun- 
try. 

Deng's problems were encapsulated in Time magazine 
naming him Man of the Year for the second time. Deng and 
his supporters have been increasingly criticised for their al- 
leged excessive reliance on economic links with the West and 
with Hongkong; for a bastion of the capitalist press to vaunt 
his achievements is likely to do him more harm than good 
among other revolutionary veterans in China. 

Despite numerous assurances to the contrary, many ob- 
servers believe that the economic reforms master-minded by 
Deng and by Premier Zhao Ziyang are locking the country 
on to a course that will lead farther and farther away from so- 
cialism as China has known it so far. It is premature and mis- 
Jeading to say China is heading towards the restoration of 
capitalism, but the social and economic system the country 
will have in the future will certainly draw heavily on its or- 
ganisational methods. 

For Some time past, the Chinese press has discussed the 
issue of shares for individual industrial enterprises, to be held 
by the factory managers, the workers, and possibly other en- 
terprises, as the best way to improve the country's economic 
performance. So far, no one has been bold enough to suggest 
* a fully fledged stock exchange, where shares could be freely 
traded, but in the present climate of opinion among leading 
Chinese economists, discussion of even such an extreme idea 
is not to be ruled out. 

While attempting to enliven the economy with bonus 
schemes and free gifts to the workers and other employers, 
industrial managers risk being accused of misappropriation 
of profits. Enterprising go-betweens who arrange for ship- 
ment of,materials and products,from surplus to deficit areas 
may be denounced for graft and irregular dealings. While try- 
ing to encourage the growth of independent industrial con- 
cerns responsible for all their own affairs, the economic 
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ministries and party organs still may penalise anyone who is 
too successful in exercising business initiative. 

Of course, many of the official accusations of graft and 

rofiteering are factual, though there is a school of thought 

which holds that some *economic crimes" — smuggling, for 
instance — are an essential lubricant to the socialist machine. 
Such arguments have even surfaced in the official media. 

Underneath the symptoms of economic change, the basic 
issues still remain the political succession and the elimination 
of leftism. It is widely assumed that Deng will step down from 
his leadership role at the 13th party congress in 1987. Al- 
though party General Secretary Hu Yaobang and Zhao 
should still have some active years after that, eyes are in- 
creasingly fixed on the younger generation of leaders now in 
their 50s. The most prominent of these is Hu Qili, who like 
Hu Yaobang is a former head of the Communist Youth 
League and was promoted to the politburo at last Sep- 
tember's extraordinary party conference. Other rising stars 
are vice-premiers Li Peng and Tian Jiyun, and Oiao Yun, 
head of the party's important organisation department. 

This generation of potential leaders could have a good de- 
cade's work to put in after they reach the top. It is not guaran- 
teed, however, that they are 100% committed to the Deng/ 
Zhao programme of reforms, which they will have to make 
work in the 1990s. 


poraries, the last of the Long March generation. The 

only veteran who has offered him public resistance 

over the past few months has been the Soviet-trained econo- 

mic planner Chen Yun, who is worried about agriculture and 

economic crime. The only other leader who sometimes 

seems a shade censorious of Deng's breakneck speed in im- 

plementing reform is President Li Xiannian, and he spends 

most of his time nowadays visiting foreign countries and re- 
ceiving foreign dignitaries. 

The jokers in the pack are the Cultural Revolution cadres 

— people who prematurely obtained influential posts for 

themselves in the leftist upheavals of 1966-76. These people 

are in their late 30s or early 40s and will be ready to take na- 


A 82, Deng has less and less to fear from his own contem- 
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tional posts in about 15 years unless their careers are deliber- 
ately frozen, as was proposed by Deng three years ago. 

The likely political attitudes of this generation of cadres 
e obscure but in general their reputation is bad. Having 

..,issed tertiary education, or only had a little, their literacy 
and knowledge are likely to be of a low standard. They have 
shown guile by avoiding being sent *down to the coun- 
tryside,” or by wangling their way back to the cities. They are 
experienced political infighters with few scruples. They are 
also heavily factionalised — the only mode of existence they 
can contemplate since their days as Red Guards. They de- 
spise book-learning and skill. 

Discussion of the problems of these remnant leftists has 
brought out the fact that they are often heavily engaged in il- 
legal transactions to supplement their meagre incomes. This 
puts them in a category with the so-called heirs apparent, 
taizi, as they have been nicknamed in China — the offspring 
of senior cadres and famous leaders, whose time is spent ar- 
ranging imports of luxury goods from Hongkong, eating and 
drinking heavily, making love promiscuously and abusing 
their parents’ hard-won privileges. According to political 
journals in Hongkong, most of the top leaders have offspring 
of this type, a good few of whom are abroad studying or rep- 
resenting Chinese business concerns. These faizi are too self- 
indulgent to be a serious political force, but their bad exam- 
ple makes the common people grumpy and cynical. 

With all these problems, what are China's strengths as it 
‘ads towards the 21st century? What gives Deng and his 
pporters so much confidence in their ability to quadruple 

national output by the year 2000? 

The success of the reform in agriculture is now well 
documented: in the course of six years, 
Deng and Zhao have turned China into a net 
exporter of grain and cotton. Although the 
peasants have benefited from the profits of 
growing tfiese and many industrial and cash 
crops, urban residents have felt the pinch of 
rising prices. Nonetheless, the state is trying 
hard to provide them with the colour TV sets 
and washing machines they now have set 
their hearts on, and the quality of clothing 
has improved considerably. 

Things have gone less well in industry; 
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the workforce. Is it really wise for China to send its trained 
workers to the Middle East and Africa to work on construc- 
tion projects, when they are so badly needed at home? The 
Chinese worker is potentially one of the best in the world, but 
he or she needs motivation and the right system of motivation 
has not yet been found in the people's republic. 

One great plus for China in the 1990s is that the people 
have all but lost their taste for politics and internal political 
struggle, which was never a strong element of their civilisa- 
tion anyway. They look back with horror at the Cultural Rev- 
olution, and many fear it might happen again despite Deng's 
assurances that it will not. 


to push on with the forging of new links with the outside 

world. The most amazing development occurred in 
February, when it became possible to obtain entry visas at 
several Chinese airports servicing large cities, while exit visas 
for foreigners were abolished. This will make a fundamental 
difference to foreigners' sentiments about living in or visiting 
China: immigration formalities have always been among the 
most tiresome and time-wasting aspects of the place. In addi- 
tion, a further list of nearly 140 places has been thrown open 
to visitors. 

Travelling abroad remains difficult for Chinese citizens, 
though there have been minor relaxations. “Study groups” 
and delegations from China are visiting Hongkong in increas- 
ing numbers — and have had to be warned not to waste their 
cash allowances in night clubs and bars. There is enormous 
pressure from young people who wish to study in other coun- 
tries, but the authorities still only allow a trickle to go abroad, 
doubtless fearing that many of them will not 
come back and the costs of their education 
will have been wasted. 

Education remains the biggest bottleneck 
60 in China's social development. All the re- 

sources needed are in short supply — class- 
60 rooms, textbooks and teachers, to mention 
———— 65 but a few. The teaching and the lack of free- 
70 dom inchoice of jobs is demoralising for them. 
81 Scepticism and cynicism are nowadays com- 

mon characteristics of young intellectuals. 

Nonetheless, a new spirit of realism is 


T^ Deng leadership group, meanwhile, is determined 





the reform there is still experimental. Ineffi- Trade 31 spreading in the print and electronic media. 
cient industries are the biggest single factor Banking 94 The establishment of the English-language 
holding China back. There is no short ans- Agriculture —___—_ 99 China Daily, which is the mirror of the 
wer: a long grind of upgrading existing plant | The Shenzhen SEZ — 103 political image the Deng group wishes to 
and rationalising wages and prices is the only Open Cities —— 104 project, has done much to dispel old 
way out. A large part of the answer must be 107 taboos and obfuscations regarding the dis- 


trade and" cooperation with the West and 
Japan, combined with intensive retraining of 


FAR EASTERN ECONOMIC REVIEW e 20 MARCH 1986 


, Society 








cussion of such topics as sex, crime, so- 
cial problems, leisure and economic de- 












| het Balancihs of the two superpowers. 
Global considerations — Afghanistan, Cambodia and the 
Soviet forces ón the Chinese border — impede. better rela- 
tions with the Soviet Union. But such low-level palliatives as 
student exchange are being developed again, and the 
Chinese have reason to believe that Soviet leader Mikhail 
Gorbachov may be more flexible over Sino-Soviet relations 
han his predecessors. 

~~ Relations with the US remain good, except for g growth of 
yrotectionist pressures, especially in the textiles trade. The 
Taiwan issue is on the back burner while China works out its 
future relationship with Hongkong, where concern is mount- 
ing that the promise of internal autonomy after 1997 may not 
be understood in quite the same way by Britain on one hand 
-and China on the other. 

. Japan's relations with China are at a record low since 
1971. Commemoration of historical events in which imperial 
Japan pushed China around, and irritation at the trade deficit 
n favour of Japan, have led to some tough talking by the 
Chinese in the past few months, with student demonstrations 
against excessive imports of Japanese goods. Meanwhile, 
British traders and politicans are hoping Britain’s perform- 
ance in trade with China will improve as the 1997 problems 
are worked out, and will receive a shot in the arm from the 
forthcoming visit to China and Hongkong by Queen 
Elizabeth. 

` The potential flashpoint in China's foreign relations is still 
Vietnam. Peking continues to give verbal support to Prince 
Norodom Sihanouk and the alliance of anti- Vietnamese re- 
sistance fighters in Cambodia, as well as backing Thailand in 
its determination to keep the Vietnamese out of its north- 
eastern border areas. The level of mutual accusation by 
China and Vietnam regarding violations of their common 
frontier has escalated recently and further hostilities cannot 
be ruled out. However, there is reason to believe that the 
Soviet Union would put pressure on Vietnam to exercise j^ 
straint. 
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ul moted to politburo and/or secretariat membership last Sep- 


Six rising s 


with rather - 
more burdens 


By Mary Lee in Peking 


he Dengist leadership's confident launch of urban 
| economic reforms in 1985 began to stall in the closing 
months of the year. The rationale behind “invigorating 
the domestic economy and opening up to the outside world" 
— based more on pragmatism than on Marxist ideology — 
ran into immense difficulties: loss of macro-economic control 
and the consequent drain of foreign- -exchange reserves, en- 
trenched bureaucracy which paid only lip service to the need 
to give enterprises more decision-making power, urban infla- 
tion and the insidious spread of corrupt practices, particu- 
larly among the official ranks. 

Ín the run-up to and aftermath of the special party confe 
ence in September 1985, however, these problems seeme 
secondary. Attention was focused on the nationwide promo- 
tion of younger, better-educated and more competent cadres 
to top ranks in provincial party and government posts, re- 
constituted military regions and central-ministerial posi- 
tions. The leadership rejuvenation climaxed at the Sep- 
tember conference when 131 party veterans, including 10 
from the politburo and 54 from the central committee, 
resigned. | 

The task of pushing through with the reforms as well as re- 
solving the problems these changes have created has been 
placed firmly on the shoulders of the six "rising stars," pro- 
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tember: Hu Qili (56), Tian Jiyun (56), Qiao Shi (60), Li Peng 
(57), Wang Zhaoguo (44) and Hao Jiangxiu (50). 

Although Deng Xiaoping himself described the rejuvena- 
tion process as am "organisational guarantee for the con- 
tinuity of the party's [reformist] policies," it is far from being 
that. Analysts maintain that Deng's conviction “that no mat- 
ter how many difficulties may arise, all things that are in the 
fundamental interests of the vast majority of the people and 
are supported by the masses will succeed," is based more on 
optimism than experience. They point to the lunacy of past 
campaigns — the Great Leap Forward and the Cultural Rev- 


olution — which quite clearly 
were not supported by the mass- 
eg but which lasted long 
enough to wreak havoc on the 
national economy, to say no- 
thing of the national psyche. 

Through the froth of prop- 
aganda promoting the reforms, 
one thing is clear: if unresolv- 
ed, these difficulties will at best 
hamper, or at worst torpedo 
the ambitious efforts to raise 
China to the ranks of develop- 
ed nations by the year 2049, the 
centenary of the founding of 
the people's republic. Even 
sanguine observers say that 
until the back of the econo- 
mic and social problems is bro- 
ken, Deng's "organisational 
guarantee" will only last as 
long as he does. 

Although Deng may hand 
over his chairmanship of the 
Central Advisory and Central 
Military commissions to his 
only visible successor to date 
— Hu Yaobang — at the 13th 











recently mounted in Peking, with 

exhibitors from nearly 20 countries 

showi their wares — including 
French Exocet missiles. 

" The demand for greater profes- 

— sionalism in the PLA is exemplified by 

the setting up of a new officers’ training 

i “peng! directly responsible to the 

— . MAC. It is to combine the former train- 

. ing academies for military, political and 

. logistics academies, according to 

Xinhua newsagency. Lecturers at mili- 

(ary academic organs will be allowed to 

— travel abroad to study, and their coun- 

rs dg from friendly countries will be 

invited fo China for exchanges of ex- 

perience. 


t has become increasingly difficult to 

: recruit young men for the PLA since 
— — éhe reforms in agriculture have made it 
-more profitable for them to stay in their 
. villages. To counter this, the PLA has 

. set up a system of selective conscrip- 

— .. tion, which enables recuiting officers to 
~ choose the most “likely lads" and re- 
. . quire them to join up. For those who do 

— well in their few years’ national service, 
. the opportunity to stay on and become 
officers i$ now being offered. Récruit- 
ment to the PLA can also be an oppor- 
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New PLA uniforms: piecemeal rewards. 


tunity to go to university. The state has 
also tried to improve conditions of ser- 
vice by laying down the exact amount 
and variety of food soldiers must be 
served. The miserly Rmb 10 (about 
US$3 a month, the Chinese soldier 

pittance), may be raised. | 
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party congress in September 1987, he will still be boss. 
Smoothness of succession, the surest sign of political stabil- 
ity, can only be tested upon Deng's death, such is the aura 
which surrounds this survivor of two leftist purges. 

Leading the team whose urgent tasks are to sort out the 
chaos of the first year of urban reforms and to persuade 
cadres and the urban masses to face future change positively 
is Hu Qili. The firmest sign of his role came when Hu chaired 
the January meeting in Peking — convened by the powerful 
secretariat which he runs — of 8,000 party, government and 
military officials. It was he who announced the formation of a 


top-level anti-corruption cam- 
paign, headed by Qiao and as- 
sisted by Wang and Qiang 
Xiaochu. 

The younger Hu (described 
by the official Xinhua news- 
agency for the first time in late 
January as “senior party lead- 
er"), also is the only one who 
has specifically called for the 
execution of senior officials 
found guilty of serious econo- 
mic crimes. Acknowledging 
that the party may have been 
too soft in its punishment of cor- 
rupt officials, he told cadres that 
those guilty of “serious offences 
punishable by imprisonment or 
death under the law must be so 
dealt with unfailingly." 

But whether any “tigers,” 
as corrupt senior officials are 
called, will be caught and shot 
is debatable, Western diplo- 
mats say. What is clear, how- 
ever, is that the campaign 
against corruption is the first 
real test of Hu’s leadership 










A disturbing trend recently discuss- — 
ed by the official media is the rush of of- — . 
ficers and their families to participate in — 
the new boom in commercial activities, - 
imports and black-market dealings. — 
The PLA was for so long enmeshed — 
with the civilian populations with which — 
it came in touch — helping them  . 
through difficult times, pro (M 
supplementary medical services be. 
the like — that they have some knowl- — 
edge of the civilian economy and can _ 
use military transport, for instance, to — 
turn a quick profit. Equally serious, — 
from the authorities’ point of view, is 
the corruption among customs and  - 








coastguard units who illicitly import E 
luxury goods from Hongkong, Macau 


and Taiwan. : M 
It seems to be partly a case of the 
devil making work for idle hands. Hav- - 
ing had little excitement since the at- — . 
tack on Vietnam in 1979, China's sol- | 
diers are finding ways to gain a little — 
more comfort and ease — anathema to — 
any professional army. When the 
badges of rank have returned, it may be ~ 
that a new professionalism will be re- - 
stored to the PLA. But much dedica- 
tion and hard drill will still be needed. — 
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party rchy, whic 
orrupt,” said one diplomat. 

he youngest of the stars and deputy leader of the 
ion team, outlined the political problems facing 
‘bureaucracy, political liberalism (which maintains 
sm is dead), bloated individualism, abuse of 
achieve private gains and factionalism (which Wang 
d as “practising favouritism instead of upholding 
irit . . . forming cliques and stressing personal re- 
ps”). The correction of these attitudes — among 
abuse of power is the one causing most damage to the 
y's image — is the task assigned to Wang, Qiao and 
g. Diplomats say Wang’s comparative newness to the 
tical scene cuts both ways: he was fewer of the obligations 
ch might otherwise complicate his house-cleaning task, 
making him an ideal hit-man. On the other hand, he 



































sly wrong. 


no back-slapping banquets (a popular habit, “squander- 
' official funds) for some time, the Spring Festival not- 
standing. Only tea should be served when important of- 


ration from units have been turned down. 
owever, analysts say the crackdown on corruption could 
>Hi hamper reforms in one vital area — the grooming of an 





lite management and technocrat corps. The directive has 
one. out that children of senior cadres must not engage in 
usiness or be given special privileges such as scholarships in 
tern universities, or membership in technology-purchase 
ps abroad. | " | 
Said one Western diplomat: "That's a ridiculous sweep, 
cause if there is one ready-made pool of talent in China, it 
prises mostly children of senior officials." This diplomat 
led: "Because of the abuse of a few or the jealousy of 
e who cannot get out of the country, the majority of 
fspring who are probably brighter and keener than the 
ses are going to be disadvantaged. In any case, many 
stern embassies will give visasto such people more readily 
se their governments see them as the country's future 











change a system that has traditionally functioned on the 
asis of guanxi [connections]? 

On the economic front, vice-premier Tian's lengthy 
eech analysing the progress and pitfalls at the meeting of 
put him in the lead — ahead of vice-premier Li — as the 


man most likely to succeed Zhao Ziyang as premier in 1987. 
(Tian had co-authored, with Hu Qili, the October 1984 Deci- 
n on reform of the economic structure.) After detailing 

















vould make an ideal sacrificial lamb if things were to go seri- 


he meeting of 8,000 has had immediate effect. There will - 


ls visit grassroots organisations. Even casual meal invita- 


| little, 
from grateful foreigners who have received genuine co- | 





















. 1986 will be a year of consolidation. This means that onl$ 
measures to "supplement and improve existing reform mea- 


ders and managers and so want.to cultivate ties. How can. 


implement reforms from becoming too complaceft. In : 


facing reforms by alluding to (but a 
“inflationary trend" and added: "If 






cial life and make it difficult for reform to continue." = 

As Tian described it, the most controversial aspects of 
urban reform were prices and wages. Cities experienced dou- 
ble-digit inflation for the first time in 1985. "Thus, a sizeable 
e masses was offset by the 
this being more 
without a big in- 
ny comments and 













rise in commodity prices, the effe 
marked in those families and indivi 
crease in income . . . the masses ha 
complaints," Tian said. = 


omplaints also are growin 

C strative workers on fixed wi 

@ not — and who usually earn 
several months, bus drivers in P 
their low wages (of Rmb 90-12 Á 
pared to taxi drivers’ — employed 
company — of upwards of Rmb 200, i 
bus drivers adopt sporadic go-slows to 
disparity, but apart from public sympat 











rvice and admiifi- 
ist others who are 
wice as much. For 
been bemoaning 
7| a month) com- 
e same transport 
ling bonuses. The 
w attention to the 
they have gained 














| 
"More and more people," Tian ack j 
ing about income gaps . . . in cities, . : een 
trades and units are very large." Faced with rising prices and 
income gaps at the same time, it is hardly surprising that 
















many people are muttering criticism of 
the reforms in general: they do not see 
why their living standards should rise at a 
slower rate than others'. 
How the officially encouraged in- 
come disparity can be satisfactorily re- 
solved is a question taxing the leaders. 
On one hand , they are convinced that, as 
Tian put it, “to seek the same degree of 
affluence at the same time inevitably 
leads to egalitarianism and common pov- 
erty.” However, he added, “if the in- 
come of a minority is too high and un- 
reasonable . . . it would also have an ad- 
verse effect on stability." Initial remedial 
steps already announced are a progres- 
sive tax on individual incomes; sharing 
funds, supplies, trained personnel and 
technology to help the “tens of millions" 
who still do not have enough to eat or 
wear, and, to discourage grain farmers 
from abandoning their plots for factory 
| work, making town and village enter- 
prises "support" agriculture. "E | | 
As a result of these problems, the first year of the seventh 
five-year plan will not see bold steps being taken. Rather, 
























sures will be taken," said Tian, arguing that such a breather 
will help solve outstanding problems and bring better results 
from the reform measures. At the same time, “investiga- 
tions, studies and experiments” will be carried out while 
making “proper preparations for next year’s reform in order 
to take a new step forward.” RNC | 
. Although the leadership is stalling for time to resolve 
these problems and to regain a measure of control over the 
macro-economy, Tian stated firmly that “retrogression 
should never be allowed.” Perhaps this year — the 10th an- 
niversary of Mao Zedong's death and the fall of the Gang of 
Four — is a good time for the younger leaders to take stock. - 
By so doing, they are, in effect, charting a new style of 
leadership: at the very least, timely admissions of mistakes 
and problems prevent those bureaucrats whoare unwilling to - 


case, the warning has gone out that those unfit to undert 
the task of modernisation willbe removed. = = 
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World banking is our business 


BNP, the first French bank in China, 

offers a wide range of services through 

its representative offices in Beijing, 
Shanghai, Guangzhou and Shenzhen. 

And, in addition, offers leasing facilities 
through China International Non Ferrous 
Metals Leasing Company Limited, in Peking 
and soon in Shenzhen through 
South China International 
Leasing Company Limited. 


BANQUE NATIONALE DE PARIS 
16, boulevard des Italiens - 75009 PARIS 
Telephone: 42.44.45.46 - Telex: 280605 
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Peace, pride and 
the rise to 
world power 


"By the middle of the next century when we approach the level 

of the advanced countries there will be really great changes. 

ee strength of China and its world role will be really quite dif- 
erent.” a 5 

— Deng Xiaoping at.the extraordinary Party Conference, 

: September 1985 


By Richard Nations in Peking 


he kernel of the Pacific basin success story is a common 
H national strategy. which has allowed several Asian 
countries — Japan, South Korea, Indonesia and 
Taiwan — to engineer the phenomenal social and economic 
"rogress ranking the region among the world's most 
lynamic. Now, belatedly, China is attempting to join their 
„umber, as Deng Xiaoping mano- 
euvres between the superpowers to 
reduce tensions with the Soviet 
Union and still maintain the flow of 
advanced Western technology criti- 
cal to China's modernisation. 

In 1985, Deng stepped up the 
pace of reconciliation with Moscow 
to promote his broad reform pro- 
gramme. But it is far from certain, 
that Deng has found the right bal- 
ance. His open-door policy has pro- 
voked unexpected resistance at 
home; and already, there are signs 
that China's new “non-aligned” 
foreign policy may face credibility 
problems as the Soviets take the 
diplomatic initiative in Japan and 
North Korea and Sino-US relations 
cool. The current year may prove to 
be a critical test of whether Deng 
can adapt the East Asia model to 
China's unique circumstances. 


The unacclaimed pioneer of this Gorbachov; the late Leonid Brezhnev: 


trategy is Shigeru Yoshida, 
Japan’s visionary statesman who 
hammered out the simple formula 
fpr post-war reconstruction: re- 
nounce “national missions” and 
concentrate exclusively on econo- 
mic development. Yoshida had no 
intentior of softening Japan's poli- 
tical will by steeping the country in 
consumerism, as his critics charge. 
Instead, he conceived of economic 
growth as laying the self-strength- 
ening foundations to restore both 
Japan’s national power and its prop- 
er place in the forefront of world 
leadership. The process took 40 
years. 

What has come to be known as 
the Yoshida doctrine was the ear- 
liest, the most successful — and 
arguably the most extreme — var- 
iant of the East Asian model. At its 
core lies the US’ unilateral guaran- 


two generations, two attitudes. 
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No other East Asian leader went as far in abrogating what 
most affirm as the sovereign rights of their newly indepen- 
dent countries. But behind each East Asian success lies the 
fundamental shift in national priorities foreshadowed in the 
Yoshida doctrine — one which dismantles national confron- 
tations, concentrates on domestic reform and stakes the re- | 
gime's legitimacy on concrete economic achievements rather — 
than nationalist mythology. 

Both former president Park Chung Hee and President 
Suharto, the architects of the South Korean and Indonesian ~ 
“miracles” respectively, quietly set aside the nationalist am- — 
bitions of their successors — Suharto reversed Sukarno’s . 
Konfrontasi, while Park abandoned Syngman Rhee’s goal of © 
unifying the divided Korean peninsula — to hasten the rise of — 
technocrats at the expense of out-of-power politicians. After | 
Chiang Kai-shek's death, even the Kuomingtang replacedits | 
“historic mission" of recoverying the mainland with promo- | 
tion of Taiwan's exports as a matter of practical policy. | 
Now Deng is taking China down the East Asia path. This ac- 
counts for some of the astonishing, if indeed gradual, reversals {| 
of Chinese foreign policy since early in the decade. Only six |: 
years ago, China still proclaimed its “strategic alliance” with | 
the US in the vanguard of a global united front against Soviet | 
hegemonism, a pronounced tilt to- i 

wards Washington that — coincid- 
ing as it did with the emphasis on | 
importing advanced Western tech- | 
nology and educating 10,000 stu- | 
dents in the US — seemed to con- | 
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firm the widespread assumption | 
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that China's open-door policy was | 
driven by inherently pro-Western | 
forces. Ro 
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T China’s open door has | | 





swung to the East, and Peking ~ 
is inching precariously close to 


an accommodation with Soviet | 
power in a process which amounts E 


to detente in everything but name. | 


B 
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Meanwhile, relations with the US | 


have cooled; and despite recent | 
purchases of US arms — and the | 
politically empty gesture of permit- - 

ting naval passing exercises at sea | 
with US warships — it has become | 
apparent, even in Washington,that | 
China has lost enthusiasm for | 
strategic cooperation with the US. | 


Behind this reversal lies Deng's © 
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claimed China’s new “non-aligned | 


! 
and independent" foreign policy, * 
Deng has set about a cautious but | 
determined realignment in orderto | 
ease Peking out of the superpower | 
strategic competition and concen- — 
trate on economic development; | 
and, like Yoshida, Deng views — 
modernisation as the self-strength- | 
ening prelude to China's emer- | 
gence, some time in the next cen- | 
tury, in the front ranks of world : 
power. | 

But Deng's pace has proven so | 
cautious as at times to beimpercep- | 
tible. So far-reaching are the conse- 
quences of accommodation with | 
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moralise smaller allies such as Thailand, jeopardise the 
vital flow of advanced technology from the West by alienat- 
ing Washington, or signal to the Soviet leaders so concilia- 
tory an attitude as to remove any pressure upon them to re- 
ciprocate. : 
Shifts in the global power balance early in the decade set 
the stage for Deng's detente with the Soviet Union. Around 
1981, Peking clearly downgraded the threat of a direct attack 
from the north, as Soviet expansionism — bogged down in 
Afghanistan, locked in hostile confrontation with a resurgent 
US and turned inward by chronic economic stagnation — ran 
out of steam. By 1985, high-level Chinese security officials 
privately conceded to visiting Western dignitaries that they 
now viewed the 50 divisions of Soviet troops along their com- 
mon border as essentially defensive. 

By late 1984, the Chinese media had begun to play down 
the Soviet threat, drawing a subtle distinction between Soviet 
ground forces in the Far East, still denounced as provocative, 
and the naval and air dimensions of Soviet Far Eastern mili- 
tary deployments — the SS-20 nuclear missiles, nuclear-cap- 
able Backfire bombers and Cam Ranh Bay in Vietnam — 
which were portrayed as part of Moscow's "global strategic 
posture" directed against the US and Japan and not, by im- 
plication, a threat to. China. 

Moreover, by May 1985, Peking took the occasion of the 


40th anniversary of Soviet V-E Day to orchestrate a national 


mood of Soviet-era 
nostalgia. Provincial 
officials paid public 
homage to Soviet 
war memorials, vin- 
tage Russian war 
movies were screen- 
ed throughout China 
and authoritative 
press commentaries 
warmly remembered 
the sacrifices of Rus- 
sian soldiers in the 
anti-Japanese war. 
Even the Opera 
Troupe of the 
People's Liberation 
Army (PLA) got 
into the act early in 
July by staging the 
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Russian opera, 

Dawn is Here, a à | D e 
paean to Soviet |yYaoand Arkhipov in Moscow: commitment to improved relations. 
arms. 


What accounts for so pronounced a shift in Chinese at- 
titudes over the past year? The answer lies in Deng's tactical 
manoeuvres against critics at home; the Chinese leadership's 
new confidence in its own reforms, and the rise to power in 
the Kremlin of the new Soviet leader Mikhail Gorbachov. 
Deng timed his overtures to Moscow to coincide with Gor- 
bachov's rise in the hopes that he could make it easier for the 
new generation of Soviet leadership to break with the Leonid 
Brezhnev-era anti-China encirclement strategy and work to- 
wards a mutual accommodation. 

Relaxing tension with the Soviet Union is an indispensa- 
ble step in Deng's de-Maoification campaign and it is no acci- 
dent that the tempo of reconciliation with Moscow 
brightened noticeably in the months leading up to the special 
Party Conference held in Peking in September 1985. The 
conference was orchestrated to advance Deng's faction at the 
expense of anti-reform Maoists and the PLA old guard, and 
it required at least the illusion of peaceful borders to justify 
cuts of a million troops — nearly a quarter of the PLA — and 
the political demotion of veterans whose prominence in na- 
tional politics had long been underpinned by the Soviet 
menace. Accordingly, wide publicity was given throughout 
the summer months to unprecedented friendly border cross- 


Soviet Union that China must be careful not to de- | 
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ings and Chinese troops fraternising with Soviet soldiers — a 
clear sign that Deng was preparing a final stroke to push the 
PLA off the centre stage of national politics. 

It is unlikely, however, that the Chinese leadership har- 
bours any illusions that peaceful borders spell an end to Sino- 
Soviet rivalry. On the contrary, Chinese officials still main- 
tain that if indeed the Soviet threat has now been 
downgraded to a long-term one, it still remains the only one 
China faces. Detente with the Soviet Union, therefore, is not 
considered as a step towards abolishing Sino-Soviet compet- 
ition, but as a means of shifting it to economic development 
and national cohesion — grounds more favourable to China. 


in relaxation of tensions with Moscow, since they 

are growing at such exceptionally faster rates than 
the Soviets," remarked a Peking-based, Western diplomat. 
“It is the classic detente strategy of the weaker power which 
believes that time is on its side." With market reforms now 
spreading to the urban areas, accumulating grain surpluses 
from record harvests in 1981-84 and output of industrial 
crops growing at over 20%, the reformers in Peking must 
have felt increasingly confident in 1985 that reconciliation 
with Moscow served China's long-term interests. 

Chinese officials insist that Peking has not compromised 

its principled stance on the “three obstacles" — the Soviet ir- 
vasion of Afghanistan, Moscow’s support for the Vietnames 
occupation of Cam 
bodia and the de- 
ployment of Soviet 
troops along the 
Sino-Soviet border. 
But over the course 
of the past year, 
Deng subtly rear- 
ranged the political 
context of these 
intractable disputes 
so that they now no 
longer stand as pre- 
conditions to better 
relations: 
» In July, Vice-Pre- 
mier Yao Yilin visit- 
ed Moscow to sign 
three economic 
agreements, reci- 
procating a visit by 
his Soviet counter- 
part, First Deputy 
Premier Ivan Arkhi- 
pov, in December 1984. By agreeing to a five-year trade, 
agreement, which links the planning. cycles of the two 
economies, and technology accords which will permit Soviet 
advisers on Chinese soil for the first time since the early 
1960s, Peking signalled that it was prepared to improve rela- 
tions with Moscow whether or not the Soviets make any con- 
cessions on Afghanistan or Cambodia. 

By separating economics from politics, Peking hàs tacitly 
accepted the agenda set by Brezhnev when he proposed in 
1979 that the two sides upgrade political contacts and en- 
hance trade and technology exchanges, setting aside differ- 
ences “involving third countries.” Moscow has been too tact- 
ful to declare a diplomatic victory, but Peking has in effect re 
duced what little leverage it had over Moscow’s behaviour. 
» Deng has also separated the “three obstacles,” proposing 
that Moscow need show progress on only one, preferably 
Cambodia. At the same time, Peking’s successful efforts to 
defuse border tensions undercuts its own charge that Soviet 
troops deployed along their common border pose a serious 
danger to Chinese security. Moreover, the Chinese response 
to reports that Gorbachov and US President Ronald Reagan 
made some progress on the*Afghanistan issue at thé Geneva 
summit (REVIEW, 19 Dec. '85) betray an underlying realisa- 
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tion that China is marginal to resol ft 
» At the time of the Geneva summit, Peki 


for the foreign ministers to exchange visits gave a new accent 
to bilateral consultations on international issues. Despite the 
deadlock over the three obstacles in the seventh round of 
Sino-Soviet talks, the communique endorsed, for the first 
time, an improvement in “political relations" between the 
two countries. 

*Deng's new posture conveys a radical proposition: Peking 
is prepared to accept the Soviets as a legitimate power in Asia 
if Moscow in turn gives some convincing sign that it will relax 
its encirclement policies of China. Peking may not have com- 
promised it political demands in any formal sense. But the 
three obstacles are no longer projected as tokens of Soviet 
bad faith, justifying China's uncompromising hostility. 

On the contrary, Deng has sought to shape the three ob- 
stacles into a concrete agenda to bring the Soviets to the table 
where the two can negotiate 

.the relative distribution of 
ower in Asia, one where 
-hina and the Soviet Union 
will acknowledge each other's 
respective interests and 
status. This is the underlying 
significance of Deng’s propo- 
sal of 17 April that China 
would allow Moscow to “keep 
the bases [Cam Ranh Bay] 
Vietnam has given it” if the 
Soviets pressure Vietnam to 
withdraw from Cambodia. It 
is China’s attitude, not its de- 
mands, which have dramati- 
cally changed. 


o far, however, Gorba- 
chov has shown no in- 
clination to accept 
Deng’s offer. The new Soviet 
leader has proven disarming- 
ly responsive to Chinese 
overtures, breathing new life 
into Moscow’s stale China policy. From the outset, Gor- 
'achov placed China at the top of his foreign-policy agenda, 
utting recalcitrant allies such as Vietnamese leader Pham 
Van Dong on public notice that the process of Sino-Soviet 
normalisation is moving forward in the broader interests of 
socialist solidarity as a whole. 

Moreover, unlike his predecessors, the new Soviet leader 
is prepared to consult Peking on global issues of arms control 
and East-West relations, displaying an uncharacteristic sen- 
sitivity t&'Chinese considerations of prestige and face. At the 
same time, Gorbachov's proposal for an All-Asian Confer- 
ence deflects the thrust of Soviet diplomacy in Asia away 
from the virtually exclusive preoccupation with the contain- 
ment of China, which inspired Brezhnev's 1969 proposal for 
an Asian collective-security treaty. Gorbachov insists upon 
recognition of a Soviet role in Asia, but he has tactfully 
played down Moscow's longstanding demand that Asian 
communists acknowledge the primacy of the October Rev- 
olution and Moscow's ideological leadership of the Socialist 
bloc. 

Nonetheless, Gorbachov has shown no willingness to 
make concessions to China on strategic issues. On the con- 
trary, the Soviet leadership no doubt considers Cam Ranh 
Bay to be a non-negotiable strategic asset, indispensable to 
Moscow's claim to superpower status and its challenge to 
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Artist's impression of Cam Ranh Bay: a new Chinese attitude. 
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American pre-eminence in the Pacific and India ce " 
Nor is it likely that Gorbachov will feel it necessary to sac- - 
rifice Soviet interests as the price of improved relations with 
China. 

Moscow was bitterly critical of what it denounced as uni- 
lateral Chinese concessions on Taiwan at the time Peking 
decided it was in its interest to normalise relations with the 
US. And the fact that Peking went ahead with the Yao visit to 
Moscow only a few weeks after the Soviet deliveries of 
MiG23 fighters to North Korea delivered a sharp setback to 
Chinese interests, is only likely to confirm the long-held view 
that ultimately, China responds to power realities. 

While demonstrating greater tact in its approach towards 
China, Gorbachov's Soviet Union has nonetheless shown 
every intention of both revitalising Soviet diplomacy as a - 
force in Asia at the same time as strengthening Soviet mili- 
tary strongpoints throughout the region. T We 

One of his first acts in Asia was to send Deputy Premier ~ 
Geidar Aliyev to Pyongyang in August 1985 to upgrade mili- | 
tary relations and gain new access to North Korean military 
facilities — a response to improved US-Japan military coope- - 
ration, but one which increased pressure on China as well. By 
the same token, Moscow doubled aid to Vietnam, reportedly 
to US$5 billion for the 1986-90 five-year plan period, even 





while obliging Hanoi to publicly endorse the process of Sino- 
Soviet normalisation. 

Moreover, Soviet Foreign Minster Eduard 
Shevardnadze’s January visit to Tokyo gave new impetus to 
Soviet-Japanese relations at a moment when the bloom was 
wiped off Sino-Japanese friendship by anti-Japanese protests 
in China. Similarly, Hanoi’s military successes in Cambodia 
have damaged Peking’s prestige and undermined its credibil- 
ity as a guarantor of Thai security. China’s Cambodian 
clients are in disarray and Bangkok has — while strengthen- 
ing political relations with Peking — nonetheless begun to 
give new public emphasis to security relations with the US. 

There is also reason to believe that some of the basic as- 
sumptions on which Deng formulated his detente strategy 
are no longer valid. Although it is too early to foresee the 
consequences of the Geneva summit, it has altered the 
geopolitical framework — superpower hostility in the post- 
Afghanistan power balance.— in which Deng decided upon 
reconciliation with the Soviet Union. 

Moreover, Gorbachov himself has put the emphasis on 
domestic reform of the Soviet economy, responding to the 
Chinese challenge on its own terms. Again, it is too early to 
judge results. Gorbachov has shifted the grounds of the new 
Sino-Soviet challenge at the moment when Deng is encoun- 
tering difficulties with his economy. 
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are overwhelming 
state enterprise 


| By Robert Delfs in Hongkong 
i S even years after its inception in late 1978, China’s eco- 











ES nomic-reform programme moved forward in 1985 with 
P the decontrol of urban retail prices for non-staple foods 
| and the end of compulsory grain procurement by the state. 
4 What may be more significant in the long run was the rapidly 


expanding role of market forces in the economy as a whole. 


as 


uc. 








» a 


| China's planners have finally managed, with some difficulty, 

| toslow overheated growth and curb excessive in- 

.| vestment levels, but direct state control over cap- 

_ | ital investment at the enterprise level has been 
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A sharply reduced. 

WN. What is emerging is essentially a dual, or two- 
_ | tier economy, in which the state planning and dis- 
| tribution system co-exists with a variety of unoffi- 
E cial marketing networks based on floating and 
| free prices. State enterprises operate in both 
-| spheres, facing competition from other state en- 
. | terprises as well as collectively owned enter- 
EL prises, whose rapid growth has been led by the 
_ | dynamic township and village rural industries. 

E Party conservatives who feel that the reforms 
x EN are going too far, too fast have focused on public 
13 anxiety over prices, a drop in grain production 
| and a huge foreign-trade deficit in 1985, plus a 
| rising incidence of corruption and economic 


M 


| crime. Last year's student protests over Japanese 
| imports and the rising cost of living suggested 
J | that anxiety over rapid economic change is mov- 
| ing closer to the surface, and that economic 
| nationalism could become a focus for the grie- 
| vances of those who feel left behind by the re- 
D forms. 

| | At an extraordinary party conference last September, 
| party elder Chen Yun put forth the sharpest public critique of 
| the reforms to date, pointing to “people, including party 
| members, who have forsaken the socialist and communist 
- | ideals... becoming rich by unlawful means such as specula- 
| tion, swindling, graft and taking bribes.” He warned that 
| “grain shortages will lead to chaos" and criticised the rapid 
EE pment of rural industry. The idea of the *primacy of 
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Chen: hammered the reforms. 
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ket,” Chen insisted, “is not obsolete.” And he implicitly | 
compared the current economic situation with the disastrous 
policies of Mao Zedong’s Great Leap Forward in the late 







1950s, which Chen had opposed.  . | 


But despite Chen's undeniable influence and prestige, the 
conservatives failed to blunt the strongly reformist thrust of 
the draft proposal for China's seventh Five- Year Plan (1986- 
90), adopted at the conference. Chen had mainly focused on 
secondary issues and side-effects, rather than the substantive 
question of expanding market forces and the diminution of 
state planning and control — in itself an acknowledgment of 
the reforms' conspicuous success in terms of rising output 
and living standards. 

The leadership was able to stand on its record, insistjng 
that the reforms be judged on their results, whether — in the 
words of the October 1984 central conamittee Decision — 
they facilitate the “essential task of socialism [which is] to de- 
velop the forces of production, create ever more social 
wealth and meet the people's growing material and cultural 
needs." Chen's objections have been met with well-publi- 
cised official crackdowns 
on crime and corruption, 
which so far have served to 
disassociate these “unheal- 
thy tendencies” from thes 
leadership’s policies and thi 
reforms programme as a 
whole. 

The decontrol of non- 
staple food prices last year 
was smoothly accomplished, 
considering the hyper-sen- 
sitivity of the Chinese public 
to prices. The large in- 
creases for certain items 
were one-time adjustments, 
unlikely to be repeated as 
producers of pork, fish and 
vegetables respond to high- 
er prices. 

Similarly, last year's de- 
cline in grain production 
was not really serious — 
China still has substantial 
grain surpluses from record 
harvests in 1981-84 — and primarily the result of poor wea- 
ther and the accelerating reduction in acreage planted to 
grain. 

Peasants responded rationally to rising production costs 
and stagnant grain prices by shifting to more profitable crops 
most cash crops showed dramatic increases in 1985, excep. 
cotton, which is overstocked. Output of oil-bearing crops 
was up 30% , sugar 19% and tobacco 29%, while production 
of vegetables, meat and 
fish is believed to have ex- 
panded substantially. 

The high visibility of 
the food-price "ncreases 
and the declining grain 
crop, however, have ob- 
scured other structural 
changes that have taken 
place in the Chinese econ® 
omy. 

Excessively high levels 
‘of investment and indus- 
trial-output growth  fi- 
nally began to moderate 
in the second half of 1985. 
Industrial-output growth 
in January this,year had 
fallen to 5.6% on an 
annual basis, the lowest 
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In the mid 1970s we believed tomorrow would bring a new 
and expanding era in civil aviation. 

It would require a new breed of ultra quiet, fuel efficient 
airliners capable of operating highly competitive 'local' services in 
an age of deregulation. 

So we developed the 146, the world's quietest jet airliner, 
and one which can profitably bring jet services to routes where no 
jet has flown before. 

Fleets of 146s are now serving successfully in North America 
and in Europe, proving our point and opening the doors to new 
markets in Australia, China and the Far East. 

The 146 is not alone: it's one of a family of civil aircraft 
which, together with military aircraft, spacecraft and guided 
weapons systems, form part of a range of aerospace products 
unmatched by any other company in the world. 

Giving British Aerospace the skills and experience to meet 
the demands of tomorrow. 

For the airline planners those demands are met today. 
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Cuisine at its best 

One of the more important things 
passengers appreciate when flying 
Kuwait Airways is that they can relax 
in comfort, certain that their individual 
needs are being taken care of on or off 
the ground. 


It's no wonder then that good food 
coupled with our traditional hospitality 
makes every Kuwait Airways flight a 
memorable one. 


D i ^^ à 
A RE EI E Qe ee T L3 NE 
= "n^ J > PEN " 4 
> PNIS pir "T ^ [L dis WS ess 
. . UC " = 5 Zz 


d t 


, s r] 
- * 


Where east meets west 





` 
ta si 





* te t D 





= — e 


SS a a "uu 


th) CE 
: DE cti 





Lan x x. 


ate of growth since 1981. It was clear, however, that China 
was experiencing serious difficulties replacing direct admin- 
istration of the economy by the state with indirect macro-eco- 
nomic controls. 

But the loss of control over the economy in 1984-85 also 
demonstrated the surprising degree to which decision-mak- 
ing powers have already devolved from the state-planning or- 
gans to individual industrial and commercial enterprises. 
Market-based prices, planning and exchange now co-exists 
with state-planning and administered prices at almost every 
level, including trade in critical commodities such as energy 
products and steel. The collective sector, led by rapidly grow- 
ing rural industries and operating almost entirely outside the 
state planning system, now accounts for nearly one-third of 
total industrial output, and the role of collectively owned and 
private enterprises in transport and other services is growing 
rapidly. e 

These phenomena do indicate the magnitude of the fun- 
damental changes that China's economic system has under- 
gone since 1978 and particularly in the past two years — 
changes which have proceeded more rapidly than even the 
reformist leadership itself 
may have anticipated. 


he policy emphasis 
T in 1986, Premier 
Zhao Ziyang told a 
national conference on 
planning and economic 
work on 13 January, is 
shifting to “consolidat- 
ing, digesting, supple- 
menting and improving" 
while preparing for an- 
other round of reform 
changes in 1987 and 
1988. “The present 
problems," Zhao said, 
"should not keep us 
from seeing the main- 
stream and the most es- 
sential achievements." 

There are four areas, 
Zhao said, which re- 
quire particular concern 
this year: 

» Improving overall macro-economic control over invest- 
ment in fixed assets and money supply. 

» Stabilising the supply and market prices of vegetables and 
non-staple foods. 

Reducing the tax burden and increasing the level of re- 
«ained depreciation funds for large- and medium-sized state 
enterprises. 

» Promoting inter-regional and inter-departmental econo- 
mic relationships as the balance of decision-making power 


E. à ss 


Chengdu 


shifts from state-planning departments to individual enter- 


rises. 

: Investment in fixed assets was 33.9% higher in 1984 than 
the previous year. Although no figure has yet been released 
for 1985, it is believed that last year's increase was as great as 
that of 1984 or even greater. This phenomenal rate of invest- 
ment underlies the overheated growth of the past two years 
and was a major factor in the explosion of imports — steel im- 
orts climbed 28% on a tonnage basis in 1984 and were 66% 
higher in the first three quarters of 1985 than in the corres- 
ponding period of 1984. 

China has experienced surges of excessive capital invest- 
ment before, notably during the Great Leap from 1958-60, 
and in 1978, when the Four Modernisations drive first got 
under way. In the Leap, massive investment in ill-considered 
ventures such as so-called backyard steel furnaces coincided 
with large-scale collectivisation,in agriculture and the col- 
lapse of the state planning and allocation system, precipitat- 
ing China's most serious economic disaster since 1949. 
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What was different this time was that the investment pro- 
cess had moved beyond state control. The volume of invest- 
ment greatly exceeded state targets, which were to hold in- | 
vestment growth under 10% in 1984 and 8.8% in 1985. So too © 
did the resultant high rates of industrial-output growth, - 
targeted at 5% in 1984 and 8% in 1985. The actual rates 
achieved were 14% and 18%, a cumulative increase of 34% — 
in two years and two-and-a-half times the limit sought by — 
state economic planners. | 

Fixed capital investment was firmly under the control of | 
the state during the two previous episodes of high invest- - 
ment. State budgetary allocations accounted for 90% of cap- 
ital-construction investment in 1957 and 83% in 1978. In - 
1984, the state budget's share of capital-construction invest- | 
ment was only 54.4% and falling. In 1985, according to 
preliminary estimates, the state budgetary share of total | 
capital-construction investment may have been as low as | 
2596. | 

In the first half of 1985, according to an analysis by - 
Wang Mengkui in the Peking Guangming Daily last | 
November (full-year figures have not been published), | 
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street market: prices are a sensitive issue. 


state budgetary investment had increased by 5.8% over the | 
corresponding period of 1984, but ex-budgetary investment | 
had more than doubled. Bank lending had increased by | 
158% and investment using internally generated funds by | 
94.2%. D 
A related factor was uncontrolled growth in money supply | 
in the second half of 1984, which has been attributed in part - I 
to mismanagement in China's newly reorganised banking | 
system. The index most comparable to M2 — comprising cur- | 
rency, demand deposits, time, savings and foreign-currency | 
accounts — increased by half between the end of the first. | 
quarters of 1984 and 1985. 3 
Both of these phenomenons indicate clearly the degree of | 
structural change that has taken place in China's industrial | 
and commercial sectors, as well as agriculture, since 1978. | 
More important, in the effort to brake the overheated growth | 
cycle last year, though administrative methods were employ- | 
ed to halt or curtail many projects, the state did not (or could | 
not) re-assert direct control over investment. | 
Along with tightening the system of project approval by - 
the State Economic Commission and State Planning Com- 
mission offices at various levels, a variety of "soft" policies | 
were implemented. The People's Bank of China (which has | 
functioned as China's central bank since 1984), raised in- T 
terest rates, tightened the specialised banks' credit-approval | 
policy, restricted their authority to lend and took steps to re- — 
duce money supply. i 
To curtail self-investment, enterprises were required to | 
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deposit funds intended for expansion in the People's Con- 
struction Bank for a period of six months prior to expendi- 
ture. In July, a tax on employee bonuses in excess of four 
months’ standard wages and wage increases more than 7% 
over state-approved levels was introduced. 

Spontaneous price movements may have played a role as 
well. Market prices for steel and other critical raw materials 
rose and the portions traded at market prices (rather than the 
lower state prices) grew steadily, in the case of steel probably 
exceeding 50% of total supply by mid-1985. 

Reformist economists hold three different views regard- 
ing the “loss of economic control" in the second half of 1984, 
according to an article by Xiao Jie in the Shanghai Shijie 
Jingji Daobao (World Economic Herald) on 6 January. One 
is that, owing to the incomplete nature of reforms in 1984-85, 
the state and local,governments' organs still exercise exces- 





Haiyan shirt factory, Zhejiang: competing with collectives. 


sive control, price signals to enterprises are misleading and 
the immaturity of the semi-reformed commercial system arti- 
ficially stimulates demand. The proponents of this theory 
take price reform as the prerequisite for other changes, 
etressing the need for coordinated implementation of new re- 
forms and reducing the economic powers of local govern- 
ment. 

The second focuses on the division of power between the 
enterprise and the state, arguing that inflated aggregate de- 
mand in the second half of 1984 can be attributed to the en- 
terprises’ lack of well-defined financial rights and respon- 
sibilities, particularly over their own funds. These property 
rights should be clarified by explicitly dividing ownership of 
assets between the enterprise and the state in the form of 
equity shares. 

The third approach examines the difference between the 
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theoretical model of a market economy and what has actually 
happened in China over the past few years. The role of the 
market is restricted by enterprises' limited access to econo- 
mic information and other non-price factors, most important 
of which is the role of local governments, which is not well 
understood by any one. 

In practice, enterprises have not responded to market 
conditions as was expected because, when removed from the 
state's control, the interests of the enterprise have fused with 
the interests of its staff and workers. This underlies the enter- 
prises' difficulty in controlling wage costs and the "invest- 
ment hunger" syndrome, in which an enterprise seeks to ex- 
pand capital investment at all costs, regardless of the relative 
cost of funds or rational expectations of future profitability. 
This approach stresses the need to expand the sphere of mar- 
ket regulation from commodities to finance capital, labour 
and technology. 

The common thread in these three arguments is 
that it is not enough simply to place the state enter- 
prise into a market environment — it must have full 
autonomy to act, extensive and reliable information 
on which to base its actions and finally, the enterprise 
must be able to articulate and act in its own interests 
as distinct from the interests of either the state or its 
own personnel. 

In particular, for indirect macro-economic con- 
trols to work, the locus of decision-making in the en- 
terprise must be as sensitive to the negative conse- 
quences of poor performance or inappropriate invest- 
ment as to the obvious benefits, under the present sys- 
tem, of expanding its scale and range of operations. 

Changing the ownership of state enterprises to an 
equity share system, with some share ownership dis- 
tributed among other institutions or even individuals, 
would contribute to closer alignment of the decision- 
makers’ interests and enterprise performance. It 
would also facilitate broadening the source of invest- 
ment finance from self-generated funds and lending 
by the specialised state banks to include a larger pro- 
portion of equity and bond issues and the formation 
of capital markets (REVIEW, 21 Nov. ’85). 

One major effect of these measures would simply 
be to expand the number of parties with a measure of 
power over an enterprise which are sufficiently moti- 
vated to carefully scrutinise its performance — a role 
fulfilled only inadequately by the over-worked, over- 
centralised and excessively detached state commis- 
sions and specialised banks. 


reform issue, at least as far as urban consumer 

retail prices are affected, and will be treated 
very cautiously in the coming year. In 1985, the retail 
price index (RPI) rose more than 11% in urban areas 
and 6.4% in rural areas. These figures probably 
understate the real cost-of-living increases, because 
the basket of commodities does not reflect the drama- 
tic changes in consumption patterns in the past few 
years, changes which can be largely attributed to the effects 
of the reforms. 

Even so, these are momentous changes for urban consum- 
ers. The RPI climbed only 2.8% a year from 1978-84, which 
was five times the average 0.5% annual increase (under ra- 
tioning for staples and most non-staple commodities) from 
1957-78. 

Food prices were the most important factor in the rising 
RPI last year, as prices of pork, eggs, fresh fish and other 
non-staple foodstuffs jumped 20-30% following decontrol. 
The problem of food prices ultimately involves the delicate 
question of dividing economic benefits between rural and 
urban populations. 

The state, as sinologist Richard Kraus has pointed out, 
has so far “demonstrated enormous skill in reconciling peas- 
ants to a lower standard of living and in simultaneously with- 


p rice reform remains the most politically volatile 
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A-rural gar 
ed relationship c ild v € 
nflict with which the bureaucrats. must contend.” (The 
Chinese State and its Bureaucrats, in State and Society in 
Bodh cde China, Victor Nee and David Mozingo 
editors 
. Since 1978, both rural and urban incomes have increased 
bstantially, and average rural incomes have grown more 
dly than urban incomes in relative terms, but the gap re- 
ns large and intra-regional differentials in rural income 
widening rapidly. If one group or the other comes to be- 






sate balance of material expectations could 
langered. 

The reformist economist Xue Muqiao, writing in the Pe- 
ng People's Daily on 16 December 1985, noted that “our 


ch have caused their income to rise . 
on of our 200 million urban people are very indignant 
t the price increases and say that since the price in- 
es, the living standard of our people has dropped." If so, 


, when live fi 
nt this?" 

)ved dramatically. From 1978-85, annual per capita con- 
tion nearly tripled to 4.7 kg and pork consumption rose 
0% to 13 kg. Living space per capita rose by 50% in urban 
to 6.3 m? and by 67,9% in rural areas to 13.6 m2. The 


number of bicycles per 100 people jumped from 7.7 to 18.8 
of radio sets, from 7.8 to 21.6. 
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The gateway to China 
trade is a hotel in the heart 
of Guangzhou. 

The China Hotel, 

Here business travellers will 
discover a new standard of 
luxury. From sumptuous 
Suites to fabulous feasts. 
Plus round the clock room 
service, and first class 
communications and con- 
ference facilities. 


When business calls outside 
the hotel, our Mercedes 
Benz limousines whisk you 
comfortably around town 
and beyond. 


In short, nothing less than 
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today. 
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00 million rural people are jubilant about the price increases _ 
. [but] a fairly large 


asks, “shall we return to the living standard of the 1960s. 
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tion of grain jumped 28.6% to 251.5 kg, edible-oil con- 
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But though both urban and rural residents have benefited f | 
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than the 58. 6% | increase in avera ge per« ages. T 
terms, the average 1984 wage, Rmb 974, represented an i in- 
crease of about 32%, while rural incomes, of which a sub- 
stantial portion is private plot production, was less affected 
by price increases. In current renminbi terms, the ratio of 
urban to rural average per capita incomes dropped from 
4.58:1 in 1978 to 2.74:1 in | 
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wage reform, which has so far. 
other public employees, befo 
which significantly affect urbar 
Reducing the tax burden an 
tained depreciation funds for 1 ! 
enterprises is intended to equali me of the advantages of 
the collective sector and to remove inequities in the current 
tax system. The recent performance of large and medium 
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state enterprises has been lacklustre in comparison to the . 


more dynamic collectively managed rural industries, which 
operate relatively free of red tape and interference from state 
planning departments, but alse yy significant tax advan- 
tages over state-sector enterpr s well.. 

When the conversion of stat nterprises to a tax-paying 
basis was put into full effect in 1984, their 1983 profits were 
taken as the basis for calculati ix assessments. That is, 
ommercial consolidated 
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Collective enterprises, including. ru 

ever, have been taxed. according to th« 
quota progressive tax (baji chao’e le 
on profits ranging from 20-5595. The m ximum t 

the eight-grade system is generally much less than the com: 
bined income tax and adjustment tax paid by à competing. 
state-owned enterprise. 

In addition, new rural enterprises have enjoyed com- 
plete exemption from taxes for periods of one year or 
more, the value of which has been maximised by rural 
enterprises which expanded by hiving-off new enterprises. 
Given China's primitive auditing system, it is also likely 
that collective enterprises have found it easier to evade 
taxes than state enterprises, if only by virtue of their muclf 
oni numbers. In 1984, collective enterprises numbered 

52,100, of which 217 200 were township enterprises versus 
84,100 state-owned enterprises, according government 
statistics. 

The overall effect has been that collective enterprises 
have found it easier to accumulate investment funds inter- 
nally than state enterprises; and within the state neither re- 
flect the relative developmental priorities of economic plan- 
ners, nor represent the site vei that would succeed bestin 


a more eure tax environment. dux | o- 
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Doug Robertson, National Australia Bank's 
representative in Beijing, is continually developing 
business opportunities and promoting trade 
between Australian clients and local companies/ 
government departments in the Peoples Republic. 


National Australia Bank also fully services the 
Hong Kong/ Macau areas through the Bank's Hong 
Kong representative office and wholly owned 
subsidiary National Australia Finance (Asia) 
Limited. In this way we provide a complete range 
of corporate/ wholesale banking services to our 
clients and assist in developing trade with 
Australia. 


Why don't you take advantage of our international 
experience and expertise? 


We know the markets...we know international 
banking. If you need advice, assistance or 
information on business or trade with People's 
Republic of China or Hong Kong/Macau get 
together with: 


Doug Robertson 

Representative, 

National Australia Bank Limited, 

Office 1, llth Floor, Citic Building 

19 Tianguomenwai Dajie, 

Beijing, Peoples Republic of China, 
Telephone 50 3642. Telex 22524 NATAU CN. 


Terry Morris 

Chief Manager, 

Hong Kong Branch, 

National Australia Bank Limited, 

430] Connaught Centre, 

] Connaught Place Central, Hong Kong, 
Telephone 5-262041 . Telex 75315. 


KerryJelbart — | 
Manager, International Banking, 
National Australia Finance (Asia) Ltd, 
4301 Connaught Centre, 

] Connaught Place Central, Hong Kong, 
Telephone 5-262041 . Telex 75315. 


TOGETHER 


; National Australia Bank 


National Australia Bank Limited. 
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| for much of the rapid growth in these areas and the country as 
a whole — and broadly are attributable to the relaxation of 


1984 high of Rmb 200 
(US$62.30) a tonne to 








elfs in Hongkong 
ce striking characteristics of China's industrial deve- 
opment in the mid-1980s are extraordinarily rapid out- 
ff put growth, accelerating to 14% in 1984 and to an esti- 

vated 18% in 1985; the rising share of collectively owned en- 
orises — especially rural enterprises — in total industrial 
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_TV sets, risi 
million sets. _ E 
» Tape recorders, up 79% 
12.6 million. T cM uL NN 
». Washing machines, increasing 56%, production approxi-. 
mately 8.7 million. coe "s E. 
» Refrigerators, rising 170%, production 1.4 million. 
» Electric fans, increasing 78.7%, production estimated at 
Significant gains were made in energy products. Crude-oil. 
production in 1985 reached approximately 125 million: 
nes, an increase of 9%. This made it possible for China to ex 
pand oil exports last vear under conditions of strong domestic 
demand, sustaining oil-export earnings despite the slide in oi 


Coal production for 1985 may exceed 842 million tonnes, - 








an increase of about 7%. Equally or more important were 
improvements in rail sys- c mira eee a 
tems used to transport 
coal from mines in the 
northwest to eastern 
consuming areas, which 
has previously been a 
primary factor in region- 
al coal shortages. Rail- 
way shipments of coal 
from Shanxi province, 
China's biggest coal pro- 
ducer, geached 127 mil- 
lion tonnes in 1985, the 
Peking Jingji Ribao 
(Economic Daily) re- 
ported in February. 

In rapidly developing 
Jiangsu province, which 
experienced serious 
energy shortages in 1984, 
coal prices have re- 
portedly fallen from a 
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Rmb 90. Another factor | 77 
in Jiafgsu's improved | tty official statistics. 
coal supply has been | 








|... This apparently includes transport, commer 
| tri " vices as well as industry, however. The output 

| output, and increasing concentration of industrial output in | industry alone is likely to be in the region of Rr 
| coastal provinces at the expense of both the relatively under- |. | 
d interior and also the traditional heavy industrial | 


three phenomena are closely inter-related — ruralin- | 


_ billion (in 1980 prices), according to figures released lat 
. trial output (Rmb 57.5 billion in current prices, or about 


A Consolidating township and village industry, 1984 rura 
industrial output was Rmb 105 billion, or 14% of all indu 


ieview estimates based on preliminary and partial reports. | 
H i 
(2) Village industrial output shifted from agriculture to industry. | 
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There were tentative 
growth may have finally 
year — a level Chinese eco 
which is by no means slow ev 
the differential effects of tight 
regions and on state-owned versu 
prises remain unclear. | 
The only official estimate of rur 
available so far is Rmb 230 billion, 
ures sourced to the Ministry of Agrict 
dry and Fishery by Xinhua Newsagenc 
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nationwide for 1985, up 40-45% .. 
Early reports from a number of provinces show | 
menal rates of rural-industrial output growth last year, 
passing even the extraordinary performance in 1 
Jiangsu, Guangdong, Fujian and Sichuan have all clai 
rural-industrial output growth of 41-48% and Zhej 
ported a 5496 increase. These five provinces togethe 
count for approximately three-quarters of total rural-in 
trial output. In other provinces where rural industry 
well-established, even higher growth rates have been 
ed. In Gansu, for example, rural enterprises’ output 
(including transport and commerce) reached Rmb 1.6! 
in 1985, an increase of 11595. In Ningxia Autonomc 
gion, rural-enterprise output reportedly increased by 






























utput figures for rural industry are somewhat 

ing as statisticians grapple with the changing situatii 

@ Rural industries operated by townships (the curr 
designation for China’s rural communes) are now consol 
dated into provincial and national industrial-output figure 
but village-level enterprises’ industrial output is still treate 
as agricultural output for statistical purposes. E 
Township rural-industrial output in 1984 was Rmb 53.9 

























year, which also separately disaggregate village-level in u 
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trial production (up from 10.4% in 1983). Based on very pr 
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| ing by 12.9% and that of collective enterprises by 30.9%. 
| Village industry is also a primary factor in last year's esti- 
| mated 13% rise in in agricultural-output value, despite de- 
. clining grain production. Subtracting the contribution of vil- 
lage industries, which probably increased measured output 
. by 40% or more, growth in the rest of the agricultural sector 
. was probably 6-895. 
The distinction between measured and actual output 
growth may be important in that a substantial proportion of 
_the phenomenally high reported growth of rural industry 
. may represent the “discovery” of activity which had not been 
fully reported in previous years. China's statistical system is 
still recovering from the traumas of the past decade and is 
dealing with an economic system whose complexity is in- 
_ creasing steadily as a result of economic reforms. 

As of 1984, China's industrial sector was made up of some 
84,000 state-owned enterprises and 350,000 collectively 
A . owned enterprises. Of the latter, more than half — 217,000 

| — were rural enterprises operated by townships. | 

| This does not, however, include any of the 1.25 million 
. village-level rural enterprises (including transport and com- 
| merce) reported for 1984, of which perhaps one-third to a 
| halfcould be classified as industrial in nature. Township and 
| most village enterprises are relatively small: the average 
township enterprise employed 46.8 people in 1984, village 
enterprises only 15.7. The standard of record- 
| keeping in such enterprises is probably quite low 
| and the auditing, control and other links to state 
| bureaux which supervise state-owned enterprises 
| are weak or non-existent. 
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E any rural enterprises do most or all of their 
x. business with individuals and other rural 
O. enterprises on a cash basis, so there is no 
| audit trail through the banking system for many 
- transactions. This, of course, facilitates under-re- 
. porting of both output and income in order to 
avoid taxes. The State Statistical Bureaux, forced 
| to rely on a variety of ministerial and provincial 
| . Sources for information on rural enterprises, re- 
"  cently issued a caution that their published data 
| should be considered subject to change. Another 
he record-keeping challenge is the astounding 
| number of new (or newly discovered) rural enter- 
| prises — nearly 250,000 new village enterprises 
| and 63,400 new township-operated enterprises re- 
| ported in 1984 alone. 
| . Rural industry is most developed and has had 
| the biggest impact in the coastal provinces of Jiangsu, 
Zhejiang, Fujian, Guangdong and Shandong, and the mid- 
| dle and upper Changjiang (Yangtze ee provinces of 
. Anhui, Hubei and Sichuan. Jiangsu and Zhejiang together 
make up about 60% of China's entire rural-industrial output 
| (REVIEW, 11 and 18 July ’85). 
| | As predicted, Jiangsu overtook Shanghai as the nation’s 
_ leading industrial producer in 1985, with gross output of 
| Rmb 86.4 billion, an increase of either 21% (as reported) or 
| 27% (compared to official 1984 results published late last 
_ year). Jiangsu’s meteoric rise as an industrial producer in re- 
| cent years has been largely due to its rural industries, which 
| now account for about 40% of the total production, increas- 
| ing 41% over 1984-85. 
| Four Jiangsu cities — Suzhou, Wuxi, Changzhou and the 
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. provincial capital, Nanjing — are among China's top 15 in- 

dustrial producers, with total (urban and rural) industrial 
| output in 1985 of Rmb 10 billion or more. Changzhou and 
. Nanjing broke the Rmb 10 billion barrier for the first time 
_ last year. Only two other provinces have more than one city 
. in this list — Sichuan (Chongqing and Chengdu) and Liao- 
| ning (Shenyang and Dalian). There are now villages in Jiang- 
: su with industrial-output value of more than Rmb 10 million 
| — Sanfangxiang and Huaxi in Jiangyin county, Ouqiao and 
= Zhashang in Shazhou county, Fuhu and Yuanhe near 
| i Changshu. 
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| In Zhejiang, rural industries’ output was Rmb 24.9 bil- | 
lion, more than half of total industrial output of Rmb 44. 1 bil- 
lion and an increase of 54%. Total provincial industrial out- 
put grew 30% last year, the fastest growth rate in China, and 
has more than doubled since 1980. More than half of 
Zhejiang's rural labour force is now engaged in industry, 
commerce or transport, according to a Xinhua report on 15 
January. 

Industrial output in Guangdong is estimated to have 
reached Rmb 45-47 billion for 1985, up 23-2895, with rural- 
industrial output expected to show a rise of 40% or more. 
Similar increase rates are expected for overall and rural in- 
dustrial growth in neighbouring coastal Fujian. In Sichuan, 
rural-industrial growth is estimated at 47.5%. 

Anhui, a relatively poor province, has claimed an increase 
of 20% to Rmb 22.2 billion, the second year of strong growth 
in a row. Anhui is benefiting from the explosive growth in 
neighbouring Jiangsu and Zhejiang, whose rural industries 
are increasingly sourcing raw materials and even investing di- 
rectly in this relatively undeveloped province. In Hubei, in- 
dustrial output was reported at Rmb 42.4 billion, up 17.9%. 

Although bank lending has played an important role in 
the expansion of collective enterprises — particularly 
township enterprises — in the past three or four years, the 
collective sector may be less vulnerable to tighter credit 
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policies than state-sector enterprises. Collective enterprises 
are generally taxed at lower rates and have more freedom to 
re-invest after-tax income. Moreover, in the case of rural col- 
lective enterprises, they have ready access to land. (The ex- 
pense and difficulty of obtaining land is increasingly becom- 
ing a limiting factor to the expansion of urban state-sector en- 
terprises.) 

As the hectic pace of growth appeared to slow in late 1985 . 
and early this year, national-level planners have expressed 
their determination that 1986 be a year of consolidation and 
retrenchment. Provincial and local leaders, particularly in 
areas which lagged behind in 1984-85, may not agree. 

Speaking at an economic work meeting in Nanchang in 
late December 1985, Jiangxi provincial Governor Ni Xiance 
called for speeding economic growth to exceed the national 
average (overall output growth in 1984 was 13.2%), which ® 
will require *vigorous development of the rural economy" 
and "speeding up the re-adjustment of the structure of rural 
industry." 

During 1986-90, Ni said, it will be necessary to *speed up 
construction in the northern region . . . bring into full play the 
central region . . . and develop the southern region, speeding 
up construction in the old liberated areas." This does not 
leave much out — nor does ij sound completely in tune with 
the call for cautious slower growth currently emanating from 
Peking. Oo 
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Korean Air now flies to the U.S.A. 35 times a 


week from Seoul. And, of course, there are conven- 
, š , = : a New York 
ient connecting flights from all major Asian cities. $ | ses 
c - 1 Taipei Los Angeles 
Bangkok 


Hong Kong Honolulu 
Manila è 
Singapore 


Now there are ten non-stop flights a week to 
Los Angeles, and four direct flights. Seven non-stops Kuala Lumpur 
eto New York, and three direct flights. No other You can get convenient connections to the U.S.A. on Korean 
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Next time you' re flying to the United States, 
look into Korean Air. We've got the service, 
the schedule, you're looking for. 
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ee area PROFITS ARE EARNED THROUGH USE — 
NOW, WE MEET ALL Our NEED — . 
ANYTHING THAT BELONGS IN THE CATEGORY OF 
MACHINES AND EQUIPMENT IS AVAILABLE — MACHINE TOOLS, è 
CONSTRUCTION EQUIPMENT, MANUFACTURING MACHINES, 
SHIPS AND AIRPLANES, OFFICE MACHINES, 
FREEZING EQUIPMENT — AND SO FORTH. 


THROUGH OLC'S NETWORK . 
WE NOT ONLY MAKE YOUR BUSINESS COMPLETELY ESTABLISHED WITH LEASING 
BUT ALSO PROVIDE ALL FINANCIAL SERVICES YOU NEED 


OL C's subsidiaries and affiliated Companies in Asta z LH a 

Hong Kong — Orient Leasing (Asia) Ltd. Orient Leasing (Asia) Ltd. 
~~ Orient Leasing (Hong Kong) Ltd. . : , | 

Singapore — Orient Leasing Singapore Ltd. Licenced Deposit—Taking Company 


TE . 3 ; a 
maons PT oen danian ^. Orient Leasing (HK) Ltd. . 


Korea — Korea Development Leasing Corporation 








Equipment Leasing Specialist 


* j Philippines — Consolidated Orient Leasing and 
Orient Leasing Co., Ltd. PONES nane Coroa or 30th Floor, United Centre, 95, Queensway, Hong Kong. 
Thailand — Thai Orient Leasing Co., Ltd. Tel: §- 295522- 7 Telex: 75680 OLCHK HX 
TOKYO Sri Lanka — Lanka Orient Leasing Co., Ltd. 


China — China Orient Leasing Co., Ltd. 





FOREIGN INVESTMENT 


New rules help, 
but it's still a 
struggle for some 


By Mary Lee in Peking 


O 


pening up to the outside world is proving to be far 
from plain sailing for the leadership of Deng Xiao- 
ping. Not only is “decadent bourgeois liberalism” 
pouring in through the open-door policy; foreign-currency 
reserves — some US$6 billion-worth in 1984-85 — have 
flowed out. The 1985 trade deficit was a record US$7.6 bil- 
lion. However, the drain on reserves, foreign trade officials 
say, has been stemmed with a two-year "ban" on imports of 
consumer durables (mainly cars, colour TV sets, re- 
frigerators and stereo cassette recorders). 

Then there is the fear among China's conservatives — 
translated into hope among Westerners — that the country is 
turning capitalist. *Absolutely not," said vice-premier and 
politburo member Tian Jiyun in January. While conceding 
that individually owned, joint-venture and foreign-owned 
enterprises have mushroomed in recent years, Tian pointed 
out that their industrial-output value constituted a mere 
0.6% of the national total. 

Sothe propaganda promoting the open-door policy insists 
that China cannot modernise in isolation but that socialist 
public ownership — with variations — will always dominate. 
Part of the propaganda to underline the success of the open- 
door policy consists of Ministry of Foreign Economic Rela- 
tions and Trade (Mofert) figures on foreign-capital utilisa- 
tion. According to Mofert, most of the US$15.6 billion of 
foreign loans used in the 1979-85 period went into the con- 
struction of priority projects to improve infrastructure, such 
as energy, railways and harbours, as well as imports of raw 
materials. 

But, while China has no difficulty in borrowing, it still has 
not been able to attract foreign investment for the key energy 
and transport sectors — nor the kind of investment that 
brings with it advanced technology. Mofert blames this on 
the country's weak infrastructure, though joint ventures are 
supposed to have priority over supplies of raw materials and 
electricity. 

Of current joint ventures, 80% are with Hongkong, while 


XINHUA 





TILISATION OF FOREIGN CAPITA 





Signed loan agreements 
Amount utilised 


Foreign investment 
Amount utilised 


Equity j. v. (approved) 


In operation 


Contractual j. v. (approved) 
100% foreign-owned 


Offshore-oil contracts 


Chinese investments abroad 
Amount invested (US$ million 





Source: Mofert. 


the US accounts for 7% , Japan 6% and “most of the rest,” ac- 
cording to Mofert, with Singapore firms. The ratio of 
Chinese to foreign investment in these joint ventures aver- 
ages 60:40. Production joint ventures take up 70% of the 
total and services (mostly hotels and tourism) the rest. 

One reason why Chinese living outside China have in- 
vested so heavily in the country is that the authorities have 
capitalised on their cultural links with the motherland by pro- 
viding greater incentives for this group. For example, the 
Canton municipal government in early 1985 published a set 
of “interim regulations concerning preferential treatment to 
Overseas Chinese and Hongkong land] Macau compatriots 
investing in Canton." These included giving permanent 
urban-residence permits to the investors’ rural relatives at 
the investment rate of US$300,000 in the city or US$200,000 
in the countryside, per relative. Investors' relatives can also 
act as their agents without losing their original job, though 
their units will suspend payment of wages. 


bilateral investment-protection agreements is an im- 
portant reason for the low level of investment in China. 
Many who do put money in China — including compatriots 


F: Americans and Japanese, however, the absence of 





cause “they can afford to write the amount off . . . it’s what it 

costs to maintain a presence in this country," as one put it. 

According to Mofert, however, only four equity joint ven- 
tures have closed down to date. 

Mofert's deputy director of foreign investment, Chu 

AP 


Joint-venture Beijing Jeeps; Chinese microcomputer: a question of balance. 





FAR EASTERN ECONOMIC REVIEW e 20 MARCH 1986 


87 





5 dm M 









| world market, so we will allow a certain proportion to be sold 


|" 


| i assisted by the 260% import duty imposed on vehicles. 


2 y i 





T 





tg s , | ‘ b è - NY « ^d * p 
J VRE 44 - LAT " A 4 oa P PUn > E ^ RP. "1 wd 
-e E - be NI as oa e aa a ^ ca". 


f- sf 


Gen} 
y", 


Fer -— 
ET T 
wm 


€ " 

me T. m 
in^ I" hn me Tir 
7 AQ sae oe 


g 





y 


=e 


Pe i. em Brace 
T noh nm 
such Pl. 


duced 


| MACHINERY 


| From Guangdong CHINA 


| China National Machinery Import & Export Corporation, Guangdong Branch 


61 Yanjiang Rd. (W), Guangzhou PRC. Telex44692 JIXIECN Cable: MACHIMPEX Guangzhou. 


Am 





ported goods. The relevant clause merely states that econo- 
mic and trade departments "should actively support domes- 
tic purchase units in signing purchase/marketing contracts" 
with such joint ventures. 

However, not every joint venture production unit will be 
allowed to market its goods domestically, despite local press 
reports suggesting such a relaxation. Clause 4 specifies “high- 
technology products or internationally competent high-qual- 
ity products made with advanced or key technologies," which 
are "badly needed" in China. 


throws more light on this clause: “The joint ventures 

must first balance their foreign exchange and the 
agreement must not contain any restrictions on domestic 
sales," he said. Such interpretations of the regulations are 
not obvious from the wording itself and potential investors 
should continue to ask for detailed explanations from Mofert 
rather than rely on assumptions. 

Asked how foreign partners in joint ventures are sup- 
posed to earn foreign exchange by marketing Chinese pro- 
ducts (Clause 6 of the new regulations), Chu replied: *We 
will only allow purchase of domestic products with the joint 
venture's renminbi profits. What such exports earn in foreign 
exchange can be kept by the foreign partner. It does not 
mean that we will allow all foreign partners to engage in im- 
port/export of Chinese goods. " 

Western analysts said many investors are unlikely to be 
fired up by this. Said one diplomat: *It will benefit Hongkong 
and Southeast Asian Chinese investors more than others, be- 
cause these people have been doing this kind of trading for 
some time now, albeit illegally. They buy Chinese herbs and 
delicacies with renminbi and sell them in Overseas Chinese 


A nother prerequisite not listed, but put forward by Chu, 











At present, the following varieties are avail- 
able for export: hand tools, farm implements, 
garden and orchard tools, ships and vessels, 
marine equipments, ship repair service, con- 
tainers, and containershears, artificial graphite 
electrodes and crushed graphite, various 
kinds of pumps, cereals, oil and foodstuffs pro- 
cessing machinery, various kinds of weighing 
apparatus, cotton textile machinery, construc- 
tion machinery, rubber making machinery, 
pharmaceutical machinery, machinery for light 
industry, miscellaneous machinery, machines 
and equipments for complete plants. Accept- 
ing orders for processing with buyers' own 
materials, assembling with buyers' own parts, 
producing according to buyers' own designs 
and drawings, compensation trade, etc. 


























(D Equipments for Processing Semi-Finished Rattan Products. 
(2) Separation Type Iron Reinforcement Grit Roller Rice Mill. 
(3 Complete Set of Equipment for Brick Making. 

(4) Paper Making Machinery. 

@ Model A713-BW Umbrella Nail Making Machine. 
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In August 1985, an article in the Shanghai World Econo- 
mic Herald asked why China was unable to break into the 
huge US market the way Taiwan has. “Taiwan produces and 
exports what is wanted [in the US]. However, our idea is to 
export what we have," it said. The article cited US wholesal- 
ers’ view that “if the Chinese mainland can provide com- 
ntodities in the same categories and same quantities at prices 
1% or 2% lower than Taiwan's, they would be willing to 
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pla o ering Chinese exports, they say, is the - 
aziness of the centralised bureaucracy involved. “The so- | 
called invigoration of enterprises is currently little more than - 
propaganda when it comes to export trade,” said one China - 
trader. “It’s invigoration for the sake of invigoration, which - 


can be extremely wasteful, rather than with an eye to break- — 
ing into world markets," he said. “There is huge potential for — 


business selling Chinese goods abroad, but all those in- 


terested, including Chinese entrepreneurs, have to work our ^ 


way through a bureaucratic maze," he added. 
Despite foreign businessmen's long list of complaints about 


Ay. 


trading with China, however, their numbers have not diminish- - 
ed. In 1980, there were only 100 foreign firms registered in — 


M 


Peking. At the end of 1985, the number was close to 700. 


Meanwhile, China is attempting to attract foreign invest- | 
ment in its energy and transport sectors by extending the | 
maximum term of joint ventures from 30 to 50 years. The ` 








switch immediatel? to purchasing these goods from the main- 
land." Yet, it concluded, “we give little consideration to what 
our trade partners need." 


Chinese recognise that such investments (such as Occidental p 
Petroleum's, in the US$650 million four-party venture in the - | 
Pingshuo coal mine) are huge, require long construction | 
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. The White Swan Hotel 


A large part of the problem, Western trade consultants 
say, is the poor quality of China-made products — a fact 
brought home to the leadership because of consumer com- 





1985 Shamian Island, The White Swan Hotel 


Remains the gateway to China with 





providing modern day luxuries 
and amenities for present day travellers 






1000 guest rooms and suites - Hong Kong Direct Dialling - Colour TV with 
complimentary in-house movies - 24-hour room service * Four restaurants: 
Chinese, Continental, Japanese and coffee house - Lobby lounge - Discotheque - 
e Swimming pool - Tennis and squash courts - Health Club - Complete international 
convention facilities for up to 1000 people. Business Centre - Shopping gallery. 
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Shamian Island, Guangzhou, China 








periods and will operate on low profit margins. It is not | 
known whether Occidental will apply to have the 30-year | 


term of the joint venture extended to 50 years. 


We wrote the book. | 


For more than ten years, we have assisted manufacturers, | 


banks, publishers, law firms, advertising and PR agencies, — f 


and government trade promotion organizations in their | P 
business with China. Our services include professional | — 


translation and Chinese word processing, publications — 
exhibitions and . 


production, direct mail marketing, 
seminars, project management and sales representation. 
For a free copy of "Advertising and Selling to the People’s 
Republic of China," write or telex: 


China Consultants International (HK) Ltd. 


Cable: ENTRECHIN 
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X f Ai Tel : 886968 Suite 905, Guardian House, 
HA mess d | i4 nl ma 32 Oi Kwan Road, Happy Valley, 
SWAN Beijing Office : 55-7496 Hong Kong | 
HOTEL Shangi Office  : 582582 Ext: 3337 Tel: 5-8332181 Jd 
: Hong x Office: 5-240192, 5-240193 Telex: 75368 AMRHK HX. " j 
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Our first branch in Shenzhen, China. 
Open on 17th March, 1986. 


Trade? Project? 


Whatever your business in China 
SOCIÉTÉ GÉNÉRALE is there to help! 


Shenzhen Branch è 
3/F, International Trade Centre, Renmin Nan Lu, Shenzhen 
Tel: 38930 Cable: SOCGEN SHENZHEN e 


Representative Office 

Beijing Office 

Hepingmen Kaoyadian Building, 4/F, Room 406 East, Beijing 
Tel: 330864 330987 Telex: 22248 SGREP CN 
Shanghai Office 

Jin Jiang Club, Room 58136, 58 Mao Ming Nan Lu, Shanghai 


© S OCIETE GENERALE Tel: 582582 Ext. 58136 Telex: 33265 SGSHA CN 
| S Es PA Guangzhou Office 
zs lA] gi i x CH TJ China Hotel, North Block, Rooms 424/425 


A Pibhch and International Sank Tel: 677123 or 666888 Ext. 425 Telex: 44257 SGCAN CN 


China United International Leasing Co., Ltd. (CUILC) 
P^ Room 920-926, 9th Floor, The Garden Tower, ° 
Hong Kong Branch — China Desk 368 Huan Shi Dong Road, Guangzhou 


. 24/F, Gloucester Tower, 11 Pedder Street, Hong Kong. Tel: 765525 & 765214 (DIRECT LINE): 773899 Ext. 921-926 
Tel: 5-266651 (10 Lines) Telex: 65023 SOGEN HX Cable: 5834 Telex: 44587 CUILC CN 









TRADE 


The cars-and-TVs 
nightmare that 
dented reserves 


By Louise do Rosario in Hongkong 


onservative Chin- 
( ese leaders will not 

quickly forget the 
nightmare of 1984-85, 
when precious foreign 
exchange, accumulated 
over years, was wiped 
out by an uncontrollable 
nationwide buying spree 
for foreign products. 

What made this doub- 
ly painful was that Pe- 
king had planned to use 
the money mainly to buy 
technology, advanced 
machinery and other im- 
ports necessary for mo- 
dernisation. Local cadres, 
who were entrusted with — geviewoiacRam by Andy Tang 
implementing central-government policies, used it instead to 
buy consumer goods — most of which China is capable of 
manufacturing, though it has not been able to produce 
enough to satisfy domestic nea 

In the first three quarters of 1985, China spent Rmb 7.4 
billion (US$2.3 billion) on TV sets and motor vehicles alone, 
accounting for about a quarter of the merchandise-trade de- 
ficit of Rmb 29.64 billion incurred during that period, accord- 
ing to Customs statistics. In 1984, the deficit was Rmb 3.9 bil- 
lion, while imports of those two items amounted to Rmb 2.7 
billion. In earlier years, imports of these popular consumer 
products were kept to modest levels: in 1982 and 1983 they 
were worth around Rmb 500 million. 

The spree had its roots in the second half of 1984, when 
the government gave out strong signals that it was pressing 
full ahead with a new phase of reforms. Swept up in a na- 
tional mood of optimism, enterprises pursued high output 
targets, which in turn called for a high level of investment 
in machinery, industrial raw materials and energy. Imports 
such as iron and steel, 
machine tools, synthetic 
fibres, wool and copper 
. have all reached record 
volumes over the past 
12-18 months. 

However, it was the 
relatively straightfor- 
ward but highly profit- 
able import trade in con- 
sumer products which 
*was chiefly responsible 
for the chaos and wild 
speculation of the time. 
In the much-publicised 
Hainan Island scandal 
(REVIEW, 29 Aug. '85), 
for example, nearly 900 
companies were formed 
within a year to help im- 
port 89,000 motor vehi- 
cles, 2.86 million TV 
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sets, 252,000 video-tape recorders (VTRs) and 122,000 
motorcycles. As these products moved from the island to 
elsewhere in China, millions of renminbi changed hands as 
each middleman involved cut out for himself the profit he felt 
he deserved. 
The Hainan scandal was the tip of a nationwide iceberg. 
In January-September 1985, China imported anywhere from 
three to seven times more TV sets, washing machines, re- 
frigerators and VTRs than in the corresponding 1984 period. 
The spectacular increases in imports of these "four new es- 
sentials" (the previous "four essentials" were watches, sew- 
ing machines, radios and bicycles) reflected the enormous 
demand of a huge population with rising expectations and in- 
comes. The floodgates 
which had kept such de- 
sires at bay were opened 
in mid-1984, when Pe- 
king granted local au- 
thorities greater auto- 
nomy to trade directly 
with the outside world. 
Chinese policymakers 
are now counting the 
losses. But they have not 
been able to agree among 
themselves on how much 
_the import craze has cost 
the state. The Ministry of 
Foreign Economic Rela- 
tions and Trade (Mofert), 
said the trade deficit 
for 1985 amounted to 
US$7.61 billion, while 
the Customs authorities said it should be US$13.7 billion. 
Whichever figure is taken, it is the largest deficit for the 
country since 1949 and will certainly exhaust most of 
China's foreign-exchange reserves. The last-disclosed re- 
serves figure was US$12.6 billion at the end of September 
1985. 
The huge discrepancy between the Mofert and Customs 


620.5 


figures — the latter generally being regarded as the more ac- ` 


curate because they count the actual volume of goods — indi- 
cates that Mofert, whose job is to coordinate trading ac- 
tivities nationwide, is no longer able to do this effectively. 

Decentralisation has created hundreds of new companies 
(fully authorised ones, rather than small “briefcase” firms, 
many of which have been closed in recent months), which 
may not report all their business to Mofert. The implication is 
that, despite China's continuous claims that it remains large- 
ly a planned economy, Peking can no longer maintain à 
reasonably tight grip on all that provinces or municipalities 
do. Said W. G. Lamarque, managing director of Jardine 
Matheson (China): “It 
will be very difficult, for 
instance, to keep rich 
provinces such as Guang- 
dong and Fujian from 
not importing for a long 
while,” referring to these 
provinces’ easy access to 
foreign exchange and 
their extensive overseas 
connections. 

Andrew Chow, man- 
aging director of Tian An 
Development Co., said: 
“The painful lessons 
drawn from the rapid de- 
pletion: of foreign ex- 
change may last for at 
least two to three years. 
But I would not be sur- 
prised if the same mad 
import rush happened 
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the b boom could. ise n the re- 
latively near future as various 
economic activities, especially in 
those sectors not directly con- 
trolled by the state — such as the 
collectives — picks up again, 
generating demand for imports 
such as steel, cement, synthetic 
fibres and other raw materials in 
acute shortage in China. De- 
mand for consumer goods will 
also follow as new so-called es- 
sentials replace the old ones. — 

* This analyst argues Cat 
among Chinese leaders, ther 
are progressive reformers who 
are convinced that consumption 
is necessary to stimulate produc- 
tion and that a modest trade de- 
ficit is healthy. To some Chinese 
economic planners, therefore, 
the crux of the issue is not to sup- 
press demand for imports but to 
finance imports with exports. 
This may explain the current 
heavy emphasis on export pro- 
motion rather than import con- 
trol. A ban on motor-vehicle im- 
ports came only late last year (al- 
most six months after the 
Hainan scandal was made pub- 
lic), while the momentum in 
sales of electrical appliances to 
China continues, say Hong: 
kong-based traders. 

The possibility of a stronger 
import clampdown soon must be 
of concern to Japan, which ac- 
counts for more than half — at 
US$4.37 billion of the 
US$7.61 billion deficit, accord- 
ing to Mofert. As a political con- 
cession, Chinese leaders will 
need to reduce Japanese imports 
drastically for a while to avoid 
accusations that they are tolerat- 
ing a Japanese economic inva- 
sion. “But I’m sure China will go 
back to buying from Japan again 
because [their] prices are so ir- 
resistibly low," said one China 
trader. However, industry 
sources predict a good year 
ahead for European and Ameri- 

* can businessmen in China while 
the Japanese take a caning. 

On éhe export side, prospects 
are not encouraging. Shanghai, 
which accounts for one-sixth of 
the nation's export volume, is 
estimated to have exported Rm 

e3.6 billion-worth of goods i 
1985. Its previous export re- 
cord was Rmb 4.3 billion attain- 
ed in 1980; exports fell to a 
annual average of around R 
3.7 billion for the years 1982- 


84. 
In the first half of 1985, the 
Peking municipality was able 

fulfil oily 40.5% of its annual 
export plan. Actual volume de- 
creased by 17.5% compared 
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Mineral fuels 27.09% 
Foodstuffs 15.18% 






industrial 
materials 7.98% 



















Heavy industrial 
products 9.84% 
Others 1.27% 


Chemical 
products 3.54% 


Textile and light 
industrial products 
35.1% 

























Heavy industrial 
products 62.24% 









industrial 
materials 7.87% 


Mineral fuels 0.28% 
Foodstuffs 3.84% 
Others 0.57% 













Chemical 
products 11.15% 













Textile and light 
industrial products 
14.04% 


. BY AREA 





Hongkong and 
Macau region 25.75% 


EEC 8.38% 
Asean 10.77% 


Others 20.76% 


Romania 1.05% 
Australia 0.67% 
US 8.52% 
Canada 0.89% 
Japan 23.19% 








IMPORTS 


Hongkong and 
Macau region 11.55% 


EEC 14.24% 
Asean 2.7% 


Others 16.48% 


Romania 1.29% 
Australia 2.73% 


US 11.7% 
Canada 2.93% 





Japan 36.36% 
Source: Customs statistics. 
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handicraft products (down | 
30%). Canton, another export - 
heavyweight, also reported that - 
it could fulfil only a fraction 
of its quota in the first quarter o OF 3 
1985. 

Customs statistics indicates 
exports overall grew 1.3% in | 
1985, compared to the averagin 
annual 16.5% increase between | 
1978 and 1984. This was despite 1 
a record 71% increase in crude- 
oil exports (which make up 
about one-quarter of China's ex- 
ports), amounting to Rmb 10.72 | 
billion in the first three muartetit | 
of 1985. Other good performers - 
were primary products such a 
coal (a 29% increase), sugar 
(212%) and silk and satins | ; 
(45%). But the prospect of con- 
tinued strong export growth ir 
energy and agricultural raw ma ^H 
erials is clouded by Rune l 
commodity prices worldwide | 
and by China’s own xe 
and infrastructure bottle- 
necks. 

Manufactured exports, mea n- 
while, have stagnated, owing 
as much to reduced overseas 
demand as to the attraction of 
selling at home — the do les- 
tic market offers higher 
and quicker returns. he Or 
yarn and garments exports, for 
example, dropped 15% and 
4.3% respectively in the in 
three quarters of 1985. z 

The boom in China's re 
sales last year — they rose 7 P 
overall and by a thumping 10096 
in the private sector, comparec 
with 1984 reflected - th 
hunger of Chinese consumers 
for products of any quality in 
just about any quantity. The 
Chinese media have sounded 
strong warnings against the 
trend of domestic sales at the ex- 
pense of exports. ad 

To encourage exports, 
government uses incentives su 
as preferential taxes, a high leve 
of foreign- exchange retentio n 
and other effective subsidies. It 
also imposes a strict eapo - 
licensing system to control « 
called parallel goods or product ct 
exported through unayta a 
channels. If these measures f 
to produce significant results, 
Peking may be forced to se 
stronger medicine. It may be in 
the interest of foreign traders 
concerned to buy more from 
China for, as its leaders ofte 
have said, the country ca no 
buy if it cannot sell enough te 
pay the bill. E 
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amid a flurry 

of setbacks 

; By A Correspondent in Hongkong 

p f the emergence and recognition of problems can be said 
M to be a sign of maturity, then China's financial industry 
- M truly came of age in 1985. An overheated economy, ram- 
pant extension of domestic lending and injudicious use of na- 
tional foreign-exchange reserves created a chaotic situation 
which Erbe the newly appointed People's Bank of 
China (PBo , the central baril. president, Chen Muhua, to 
slap tough restrictions on China's bankers. 

—— Simultaneously, foreign bankers, hitherto virtually unani- 
mously eager to put Chinese assets on their books, became 
rather cautious — a situation exacerbated by increasing diffi- 
culty in obtaining 10096 guarantees for loans to Chinese pro- 


jects. Even corruption, an ugly cloud that has loomed ever 
| larger over Deng Xiaoping's efforts to move towards a more 





- ously over some of China's bankers. 

— Despite these and other problems, however, the overall 
'situation is by no means bleak. The streamlined PBoC is now 
_ able to concentrate exclusively on its central-bank functions, 
while leaving day-to-day domestic banking activities to the 
‘Industrial and Commercial Bank of China (ICBC). And it 
has shown little reluctance, at least at the top, to figuratively 
roll up its sleeves and get down to the job of sorting out an in- 
creasingly uncontrolled situation. 

_ The first real signs of trouble began to emerge in the first 
quarter of 1985, when it became apparent that foreign-ex- 
change reserves, which had soared to unprecedented levels 
in the latter part of 1984, were diminishing at an even faster 
'ate than they had been built up. At the same time, the spe- 
ialist domestic banks, primarily the ICBC and the Agricul- 
tural Bank of China (ABC), were embarking on a lending 
spree to accommodate the burgeoning credit needs of the 
overheating economy. 

— Initial controls appeared to have little effect. China's 
trade deficit continued to grow on a monthly basis, eating 
even further into the foreign-exchange reserves, while 
domestic capital-construction and consumer spending ap- 
peared to go on unabated. By the third quarter of 1985, how- 
ever, there were the first signs that the foreign-exchange 
drain had been halted and the domestic banks were telling 
the majority of their customers that no new credit would be 
available-for some months. Indeed, many Chinese corpora- 
ions found that their existing lines of credit were being re- 
duced, or, in some cases, cancelled completely. In parallel, 
difficulties in obtaining guarantees for foreign-exchange 
loans were causing a slowdown in the number of major pro- 
jects getting under way, particularly in the hotel industry. 

~ ]ronically, but not atypical of the gradual (though often 
uneven) development of China's open-door policy, the PBoC- 
imposed restrictions on guarantees — and subsequently on 
foreign borrowing by Chinese entities — provided a degree 
of comfort to foreign bankers who were increasingly asking 
apparently unanswerable questions as to the authority and 
validity of guarantees they had accepted previously. 

-— Strict budgetary controls, closer supervision of foreign- 
exchange allocation and expenditure and a relatively clear- 
cut procedure for ascertaining guarantee authority, all com- 
bined to result in fewer projects and therefore fewer lending 
opportunities. The other side of the coin, however, is that 
foreign lenders who do manage to put together lending pack- 
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is properly and leg- |- 
ally entered into by Chinese corporations will in fact be car- 
ried out. 

These new regulations — particularly those pertaining to 
guarantees — have not been without problems, however. 
Most foreign bankers operating in China have by now col- 
lected at least a handful of war tales about Chinese corpora- 
tions willing to provide guarantees but which steadfastly re- 
fuse to adhere to the proper procedures of applying to the 
State Administration of Exchange Control (SAEC) for au- 
thority to guarantee. 

Under these regulations, the SAEC, a regulatory arm of 
the PBoC, has identified a growing list (44 at last count), of fi- 
nancial institutions which are authorised to issue guarantees 
for foreign borrowings. These approved institutions com- 
prise China's main banks, foreign banks with branches in 
China, plus the China International Trust and Investment 
Corp. (Citic) in Peking, as well as the various municipal and 
provincial international trust and investment corporations 
which have been established throughout the country. 

Any other Chinese institution which wishes to issue such a 
guarantee must apply to the SAEC on a case-by-case basis 
for authority to do so, and this is where one of the major 
problems of the new system arises. For a variety of reasons, 
many Chinese commercial en- 
tities are extremely reluctant 
to make the necessary applica- 
tion to the SAEC. A frequent 
reason cited for this reluc- 
tance (or downright refusal), 
is that the SAEC ranks lower 
in the bureaucratic hierarchy 
than many of the entities 
which wish to issue guaran- 
tees. 

Why, the latter argue, 
should a higher-level entity 
seek approval for its actions 
from the lower-level SAEC? 
The logical answer, of course, 
is that the SAEC operates 
under the aegis of the PBoC 
and there should therefore be 
no stigma attached to seeking 
approval for an action that 
creates a contingent liability 
against the nation's foreign-exchange reserves. 

The SAEC is currently drafting new regulations relating 
to guarantees which will, among other things, impose ratio- 
based limits on individual and aggregate guarantee amounts 
for each guaranteeing institution. It is to be hoped that these 
regulations will spell out the SAEC's authority from the high- 
est level to carry out its regulatory responsibilities. 

Another problem, however, may be more difficult to ad- 
dress. Restrictions on foreign-exchange expenditure are im- 
pice primarily by stringent limits on the percentage of 

oreign exchange earned or held that can actually be spent by 

any given organisation. (The bulk of an organifation's 
foreign exchange must be turned over to the provincial and 
central governments, and even the percentage left to the 
earner can only, at least in theory, be spent after receiving 
necessary approval from the provincial or central planning 
commission. ) 

Clearly, therefore, some potential guarantors with sub- 
stantial foreign-exchange holdings, either domestically or 
abroad, do not wish to open their books to the SAEC for fear 
they will lose access to their hard-earned foreign-exchange 
holdings. Already, of course, unauthorised foreign bank ac- 
counts are illegal, but it seems likely that Chinese institutions 
will only feel comfortable approaching the SAEC when re- 
strictions on such foreign accounts have been morg rigor- 
ously applied. 

Despite the problems enountered, China's foreign bor- 
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150 cities in all 50 United States. 

So experience our Royal Pacific Service to 
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itic was the first to break BoC's hitherto cast-iron 
»oly. Given its aggressive leadership and the recent es- 


provide the most serious competition. 

Perhaps more surprisingly, the ABC has set up a special 
office designed to. increase its overseas borrowing and is now 
offering foreign-currency loans to assist export- -oriented pro 
jects in rural areas.. To date, only the ABC's branches in th 


Shenzhen, Zhuhai.and Xiamen Special Economic Zones 
(SEZs) and in the Guangdong city of Foshan have actually: 


: By Stephen Dowdle in Hongkong 







a dí npe T began to emerge in 1985 | 

.— and can be expq T 

“ gedented permission for financial institutions other than thë 
Bank of China (BoC) to engage in foreign-exchange busi- | 
















n recent years, China’ s agriculture has ni 
Te- -adjustments; resulting in significant gà 
rising incomes for farmers. There are 
documented factors behind these successes, 
widely publicised household responsibility sy stëm, 01 
daohu, a greater supply of inputs and. higher prices: 
output. However, the basis for continued growth i les 
The government must now resp ning 
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begun dealing in foreign exchange; but it seems likely that | | 


this number will increase rapidly. New services being offered 


by the bank's branches inclüde individual and corporate 


foreign-currency savings deposits and foreign-currency loans 


to rural industries. To fund itself, the ABC has already. 
signed loan agreements with foreign financial institutions _ 










totalling US$75 million, primarily with the World Bank and. | ; | o5 


the International Fund for Agr Laden Development, ac e 


cording to the English-language China Daily. 


financial industry was the promulgation of regulations 
permitting limited activities for foreign-bank branches 


Vi another key event in the development of China's | 


in the four SEZs in Guangdong and Fujian provinces. Previ- _ 


ously, the only other foreign branches were four in Shanghai 
which had remained open after the establishment of the Peo- 
ple's Republic in 1949. Rather disappointingly, the new reg- 
ulations were quite restrictive, particularly in regard to the 
capital requirement of a foreign-currency equivalent of Rmb 
40 million (US$12.5 million) and at least de facto prohibition 
against doing business in domestic currency and with wholly 
owned Chinese corporations. 

As a result, many international banks which had origi- 
nally expressed strong interest in establishing branches sub- 
sequently did not complete the application formalities. 
Nevertheless, some half-dozen branch licences were issued 
to foreign banks in the Shenzhen SEZ and a joint-venture 
bank has been established in Xiamen. 

The varying foreign bank responses to branch oppor- 
"are perhaps symbolic of the current attitudes among 
forgfgn banks towards conducting business in China: all are 
nefessarily looking long term and some are making short- 
m profits, but a relatively small number are sufficiently 
onfident of the long-term opportunities that they are willing 
to make substantial investments. Others are taking. a more 
wait-and-see approach. 

Until the related problems of regulatory confusion, vacil- 
lation between centralisation and decentralisation and dif- 
ficulties in regard to foreign-exchange allocation are resol- 
ved, it seems likely that this generally cautious approach will 
be the norm. This will be a year in which foreign bankers will 
watch closely to see if Chen and her central bank colleagues 
can really get a grip on the problems with which they are con- 
fronted and ensure that solutions are fully implemented 
throughout the county: 
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raise procurement prices for farm TE N The burd 

the budget became enormous — in 1983, subsidies wer 
mated at Rmb 53 billion (US$16.6 billion), or 42% of 
budget revenues. | 

In 1985, the government instituted reforms in its pro 
ment and pricing system for the first time since 1979, / 
form price for grain was established, a departure fro 
previous policy of paying premium prices for above- 
production. Prices for vegetables and other non-stapk 
ducts increased as the government allowed them to fluc 
on the open market. 

The net result of the new policies has been to alter 
lative profitability of crops. Chinese farmers, quick to 
prehend and respond to such changes, reduced the area 
to Bn by 4.4 million ha and increased that of cash € 
3.3 million ha. Despite a 7% decline in grain pro 
380 million tonnes, the gross agricultural value inc 
10% in 1985. Production of cash crops increased st 
tially over 1984: oil-bearing crops by 30%, sugar u 
and kenaf 129% and fruit, 6.4%. 

The decline in grain p production is not expected to 
serious economic consequences. In fact, in some respec 
decline was welcome, as successive bumper harvests 
strained the country's ‘storage and transport capes : 
(China is now dealing with serious rat infestation catise 
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part by inadequate storage of grain.) However, the political 
consequences became apparent last October when the 
polemic on the importance of grain re-emerged as opponents 
of Deng Xiaoping seized the opportunity to criticise his reform- 
ist policies. The debate is not over the need for increased 
grain production, but whether to rely on market incentives, 
government regulations, or a mixture of both to ensure 
adequate production. 

In an effort to encourage cultivation of grain, the govern- 
ment announced new policies for this year, giving preferen- 
tial treatment to farmers who grow grain. Measures include 
supplying grain growers with chemical fertilisers, diesel oil, 
seeds and pesticides at low state-fixed prices according to the 
amount of grain set in their contract for sale to the state; pro- 
viding low-interest loans to grain farmers through the Ag- 
ricultural Bank of China, and taking direct action to boost 
the income of farmers who grow grain. 

In economically less-developed areas, the government 
plans to reduce the amount of grain farmers must sell to the 
state through official contracts, thus increasing the amount 
available for sale on the open market, at prices usually higher 
than those listed by the state. State purchases of grain on the 
open market will increase in these areas. In economically de- 
veloped areas, where rural industries have prospered, the 
government has adopted the policy of “industry subsidising 
agriculture." 

Rural industries have developed rapidly — the value of 
their output rose by 35% in 1985 to more than US$71 billion. 
They employ more than 60 million workers and it is expected 
that this will rise to more than 100 million, or 30% of the rural 
labour force, by 1990. The government plans to set aside part 
of the taxes from the increasing profits of rural industry and 
establish a fund to aid agricultural production, especially 
grain production. 
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But regardless of how attractive grain production 
may appear, either in an economic or a political 
sense, continued growth and stability in grain produc- 
tion, as well asin total agricultural production, will in- 
creasingly depend upon technical innovation and on 
the quantity and quality of agricultural inputs. 

From 1980-84 the impressive gains in grain pro- 
duction resulted, in large part, from increases in yield 
per unit area rather than from expanded area produc- 
tion. For example, during this period the area sown to 
wheat was unchanged, while wheat production rose 
59%; in rice, area declined by 5% while production 
was up 27%, and the area sown to maize declined by 
9% while production rose 16%. Aside from unusually 
good weather during this period, expanded use of 
high-yielding varieties and increased use of chenfi- 
cal fertilisers were vital in increasing per-unit area 
yields. a 

Agronomists working in the provincial Chinese 
Academies of Agricultural Sciences have been quite 
active in developing improved local cultivars with 
high yield potential. Semi-dwarf wheat varieties, 
many of them improved descendants of Chinese crosses 
with Mexican varieties, are now widely planted in the 
wheat-growing regions; high-yielding rice varieties 
and hybrid rice now occupy about half of the coun- 
try's riceland, with yields 20-40% higher than local 
varieties, and hybrid maize varieties now account for 
more than 75% of production. However, these new 
varieties will only realise their potential under condi- 
tions of good water management and other practices 
that maintain good soil conditions. 

Balanced applications of nitrogen, phosphorus 
and potassium fertilisers are paramount for the 
maintenance of soil fertility. Historically, Chinese 
farmers relied on massive applications of organic fer- 
tilisers. However, expanded use of modern crop var- 
ieties that respond'to heavy applications of nitrogen, 
greater supplies of chemical fertilisers and increased 
opportunity costs for farm labour (paralleling the 
development of the rural economy), have resulted in farmers 
using less organic fertiliser. According to one estimate, in 
1960 organic fertiliser accounted for 93% of total supply of 
applied nutrients; by 1981 this had fallen to 53%. It is unclear 
how Chinese planners will reconcile this falling trend with 
targets calling for a substantial increase in the use of organic 
fertilisers. 


widely known for its extensive use of organic fertilisers, is 

the world's third-largest consumer of chemical fertilisers. 
Its chemical-fertiliser industry has developed rapidly: in 
1974-84, production of nitrogen, phosphate and potassium 
fertilisers rose 251% to 14.8 million tonnes (effective nutrient 
weight). 

But this development has been uneven, with a dispropor- 
tionate emphasis on nitrogen production. Two forms of nit-' 
rogen fertiliser, urea and ammonium bicarbonate, account 
for approximately 80% of the fertilisers produced im China. 
Ammonium bicarbonate, a relatively volatile and lo 
ity product, is produced by local, small-scale plants re 
on local reserves of coal and natural gas; urea, a relati 
stable and high-quality product, is produced primarily by 
modern, large-scale complexes imported during the 1970s. 

Production of phosphate and potassium fertilisers has 
progressed at a much more modest level. Although China 
has large phosphate deposits, the majority are of insufficient 
quality to permit easy conversion into high-quality fertilisers. 
Furthermore, as production of phosphate fertilisers requires 
sulphuric acid, the lack of high-quality natural sulphur in 
China has hindered development. Production of potassium 
fertiliser remains very low — only 40,000 tonnes in 1984. 
China's one known potash deposit is in the Oaidanf Basin in 
remote Oinghai province, which is only now being exploit- 


T may come as a surprise to some to learn that China, 
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rid's largest potential. market. 


Juan Xiang, a member of the Standing 
‘ommittee of the People's Congress and 
adviser to the Chinese. Academy for Social 
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henzhen, Zhuhai, Shantou and Ziamen, 
ypened up the 14 coastal cities and Hainan 


economic and technical exchanges and co- 
operation, and actively utilised foreign capi- 
tal and made efforts to attract foreign enter- 
rises to China to set up joint ventures, 
ooperative production projects and all- 
reign-owned firms." - 


n 1984, the 14 coastal cities alone signed 
ver. 400 agreements on bey direct 
oreign investment and nearly 1,000 agree- 
ments on taking loans from foreign entities 
or effecting technical transformation, with 
ye total amount of foreign capital used con- 
tituting 1.5 times the total direct investment 


the previous five years, s eno 2.5 times the 
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ences, explained at a conference. in Bei- . 


‘The policy of opening up to d 
world has become alofg-tetm fundamental — 


and flexible measures regarding Guang- | Es | 
ong and Fujian Provinces, andlaterestab- — 
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fa the soi with chemical p: e) Lassium ferti | a xt 

.. Use of chemical fertilisers, unlike organic fertilisers, can 
result either in improved soil fertility or in deterioration of 
fertility, depending upon the balance of applied nutrients. In 
1984, applications of nitrogen, phosphorus, and potassium 
fertilisers in China were in the ratio 100:27:6. By compari- 
son, ratios in Japan and the US were 100:109:90 and 
100:44:52, respectively. 

The consequences of China's imbalanced application are 

becoming increasingly apparent — and increasingly signifi- 
. cant for agricultural production. In the 1930s, 3875 of the 
country's farmland.was estimated to be deficient in phos- 
phorus and 12% deficient in potassium; according to recent 
| ^ aper by the Chinese Academy of Agricultural Sciences, 
67% of farmlands are now deficient in phosphorus and 20% 
in potassium. Crops grown under these conditions are unable 
to utilise applied nitrogen efficiently (resulting in lower 
yields, wastage, and potentially damaging losses to the envi- 
ronment), are of inferior quality and are more susceptible to 
diseases. Chinese agronomists, charged with popularising 
scientific farming, have recognised the need to correct the 
abuse of chemical fertilisers but have been frustrated by 
chronic shortages of high-quality phosphorus fertilisers and 
especially by shortages of potassium fertilisers. 

Improvements in the allocation and distribution of chem- 
ical fertilisers will be important for continued growth of 
agricultural production. STEPHEN DOWDLE 
The present system, in- 
volving numerous minis- 
tries, commissions and 
bureaux competing for 
control over the supply 
of fertilisers, has resulted 
in surpluses in some 
areas, shortages in 
others and active illegal 
trading and pricing. Ex- 
panded cultivation in up- 
land soils, a significant 
potential source of fu- 
ture agricultural growth, 
will require a commit- 
ment to divert inputs to 
these traditionally low- 
yield areas. 

China's goal of qua- 
drupling agricultural out- 
put by the year 2000 is 
ambitious and to realise 
it, farmers must continue raising per-unit area output. Further- 
more, export of agricultural products is becoming a valuable 
source of foreign exchange, making further expansion of 
China's agricultural output a high priority. Assuming 
adequate incentives remain in place, farmers will continue to 

„expand cultivation of cash crops, China's agriculture will di- 
versify further and demand for fertilisers will continue to ex- 
pand. 






Wheat and cotton in Hubei: 
intensification. 







olitical debate over how to ensure adequate grain 

progfiction may be misguided. Perhaps more relevant would 

beflebate focused on such areas as: 

»M#Price reforms, which, instead of emphasising tonnage, 

ould encourage production of crops of higher quality. 
How to determine more precisely the input requirements 

of different farming areas and balance these requirements 

with proper allocation. 

» How to streamline the allocation and distribution system 

to ensure timely delivery of appropriate inputs. 

» How to improve the efficiency of appropriate inputs and 

the efficiency of utilisation of scarce inputs. 

After all, it will be resolutions of these kinds of issues that 
ultimatejy will be beneficial to Ghina's farmers and be more 
effective in promoting stable growth in grain and total ag- 
ricultural output. "m 
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The cleansing of | 
a cornerstone 


By Louise do Rosario in Hongkong 3 
S henzhen has now been given another chance to prove 





its worth following a favourable verdict from a highly 
authoritative study group from Peking, which con- 
cluded that this, the largest of China's special economic. 
zones (SEZs), has been *a remarkable success." A. 
Gu Mu, the state councillor who oversees the SEZs, held | 
in late December 1985 a 10-day conference with 160 officials 
from 29 departments under the central government and the 
State Council. Clearing up previous doubts over Shenzhen's 
future, Gu confirmed that the zone can only be more open — 
not closed — to foreign investment and that all developments 
are to continue at the usual “Shenzhen speed," a term used in 
Shenzhen's heyday to describe its efficiency. Shenzhen, how- 
ever, has to “attain a higher goal" of developing previously 
neglected industries, especially export-oriented ones, he 
said. 
With this new mandate from Peking, Shenzhen officials 
can breathe a sigh of relief — for the moment. Since mid- 
1985, Shenzhen has suffered from a barrage of criticism of its. 
weaknesses and mistakes. Praised for its rapid transforma- 
tion from a small village in 1978 to a model town symbolic of 
China's modernisation effort, Shenzhen suddenly was view- 
ed as the source of many evils last year: rampant foreign-ex- 
change speculation, heavy dependence on the state for deve- 
lopment funds and abuse of its autonomy used to conduct ur i 
bridled retail business and property development (REVIEW, 
19 Sept. '85). The attacks led to changes in Shenzhen's 
leadership, a slowdown in development and open debate 
among Chinese policymakers over the zone's future. XI 
Asa result, Shenzhen went into what amounted to reces- 


sion from around September 1985. Demand for property 
dropped and construction work teams from neighbouring 
towns left. (At the height of the property boom, there were - 
an estimated 150,000 permanently employed construction. 
workers.) Large-scale, well-organised foreign-exchange 
speculation also has stopped. Trading of goods is now subject - 
to a strict licensing system. Re-export of goods from Shen- 
zhen to elsewhere in China — once a lucrative business for 
the hundreds of enterprises which set up shop there solely for — 
this purpose — is now severely restricted. | I 
Recent visitors to Shenzhen note that the town is now 
much quieter and local officials’ morale low. Despite the 
latest fillip from Gu, the dismal mood is likely to continue for 
months as the city is currently in the midst of a Peking-initiat- 
ed cleaning-up exercise. The balance-sheets of the some 
7,000 companies set up since the late 1970s are being 
examined. This overhaul, the first for the zone, was expected — 
to last until March. Initial estimates suggest that tax evasion | 
by these firms amounts to at least Rmb 80 million (US$24.9 
million). , i", 
Two recently revealed corruption scandals highlight the 
immense losses fraudulent practices have cost Shenzhen. 
The Shenzhen Petrochemical Trading Corp. used Rmb 73 
million for foreign-exchange speculation between Sep- 
tember 1984 and February 1985. A temporary worker at an 
environmental protection unit in Shenzhen was able to con- 
clude business worth Rmb 90 million with Chinese enter- - 
prises by claiming to be a representative of a Hongkong com- | 
puter firm. These cases are probably the tip of an iceberg. — 
Peking hopes that a *cleaner" Shenzhen will now be able 
to concentrate on developing its industries, which are ranked 
as the zone's foremost priority. Li Hao, Shenzhen's new 
mayor, appointed a few months ago, said in January that 
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in Shenzhen attended by repre- wus 
sentatives of 18 major minis- 
tries, including those of 
machinery, ordnance and elec- 
tronics. 

However, not many 
Chinese enterprises will find 

Shenzhen attractive as a man- 
ufacturing base. Production is 

, expensive, for. Shenzhen's 
wages and land prices are 
about the highest in China. 
Money will have to be spent on 
building new factories and 
sourcing of raw materials may 
be difficult if supplies are lo- 
cated deep in the hinterland. 
Advantages once offered by 
Shenzhen, such as greater trad- 
ing flexibility and easier credit, 
are now greatly reduced, with 
recently imposed controls to 
stem speculation. The only car- 
rot Peking can offer to fac- 
tories considering the move is 
to allow them to keep more 
foreign-exchange earnings to 
themselves. 

Critics question the wisdom 
béhind this semi-compulsory 
migration of well-established 
manufacturing bases to Shen- 
zhen. What meets the zone's 
short-term interests may harm 
the country as a whole in the 
long run. "Shenzhen is not con- 


rn 


| B. 
; T concept of using 14 major 
. E cities along China's eastern coast 
_ to spearhead the country's effort to at- 


E tract foreign technology and capital is: 


— now officially dead, after a year of en- 
_ thusiastic promotion in 1984. 

| . . Peking announced in July 1985 that 
_ the government will concentrate its ef- 
__ forts on developing four cities: Shang- 
. hai, Tianjin, Dalian and Canton. 


the remaining 10 — 
Qinhuangdao, Yantai, Qingdao, 
» Nantong, Ningbo, 





2 uzhou, Zhanjiang and 
- Beihai — has now slowed down. Many 
contracts concluded with foreign firms 


| have been cancelled or delayed. - 


To many, it came as no surprise to 


"see this quick turnaround of events, 
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tourism, commerce and property are important but industry 
is "the solid foundation for overall development." 

To help Shenzhen become industrialised quickly, scores 
of well-established factories from elsewhere in China have 
been asked to set up shop in the zone, transplanting their en- 
tire operations, complete with personnel and machinery. 
Many more are expected to do so, following a recent seminar 
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International Commerce Centre, Shenzhen: the property boom is over. 


from the initial euphoria which had 
been most evident at a much-heralded 
investment seminar held in Hongkong 
in late 1984 and attended by a record 
number of delegates — nearly 1,000 — 
from China. 

_ When the idea of opening up the 
coastline to foreign investors was ex- 
pounded in April 1984, there was al- 
ready a great deal of scepticism about 
its viability. China had spent billions of 
dollars to set up SEZs in Guangdong 
and Fujian. There were strong doubts 
about the advisability of the country 
setting aside yet more precious foreign 
exchange to repeat the exercise in the 
coastal cities, some of which, such as 
Beihai, are extremely backward in 
basic infrastructure. 

The over-ambitious scheme there- 
fore was among the first to be axed 


when China decided to put the brakes 


on its overheated economy in 1985. In 
retrospect, China has not lost much fi- 
nancially in its realistic retreat from an 
idea that “is great in theory but dif- 
ficult to implement in practice," as one 


tributing to the overall 
is growing at the expense of others." 

The experience of Shenzhen brings to memory the once- 
glorified Dazhai commune of the diastrous Great Leap For- 
ward in 1958-59. Enormous resources were devoted to prop 
up the model commune. Eventually, it was declared a total 
failure. However, the comparison ends there, as Shenzhen is 
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economic pie," noted one analyst. “It 


regarded as an experiment 
using capitalist means, while 


Dazhai was an emblem of 
socialist economic  self-suffi- 
ciency. 


Analysts say there are basi- 
cally two options open to 
policymakers on the Shenzhen 
issue: continue pumping more 
money and manpower in to 
boost the SEZ's economic per- 
formance to declared objec- 
tives, or to treat Shenzhen as 
just another inedium-sized 
Chinese city. Thomas Chan, an 
economist at the University of 
Hongkong, favours the sec- 
ond. “I am concerned about 
the confusion and the heavy 
cost Shenzhen has caused the 
country as whole.” | 

For the moment, Peking is 
taking the first option, appa- 
rently because of the high poli- 
tical stakes involved for the re- 
formers who vehemently sup- 
ported the SEZ concept. Be- 
hind all the arguments over 
technical issues, such as Shen- 
zhen's export ratio and share of 
state funds, looms a larger poli- 
tical debate over the validity of 
the open-door policy, of which 
the SEZ is a symbol and cor- 
nerstone. All signs are that this 
debate is far from over. Oo 






Hongkong-based analyst put it. Aside - 
from granting the cities greater au- 
tonomy in approving contracts, Pe- 
king had not committed itself to in- 
vesting in large-scale infrastructure 
development, such as that of Shen- 
zhen. VAT Run 
There are, however, intangible 
losses: loss of face among senior lead- 


ers who proposed the policy (Deng , 


Xiaoping is believed to be a strong 
supporter), and a blow to the morale 
of provincial and municipal i 
who implemented Peking's orde 
thusiastically. 

The single most important legacy 
the short-lived scheme appears to b 
that much of the specialness of the 
SEZs has been eroded, because the 14 
cities can now grant investors prefe- 
rential tax treatment and other invest- 
ment incentives which were once 
available only in the zones. These con- 
cessions, given to the cities in 1984, 
have been unaffected by the back- 


pedallipg on the open-door policy. 







. Louise do Rosario — 
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BAREFOO 
REPORTE 


The best of the Richard Hughes 
columns from 1971 to 1983 








FarEastern Economic 


Soft Cover: 184 pages 








The life of Richard Hughes spanned nearly eight kc Publications Heidi >$ 
decades, most of them spent as one of Asia’s leading FAR EASTERN ECONOMIC REVIEW 
foreign correspondents. And Hughes’ world was G. P. O. Box 160 

peopled by the memories of those decades. 


Hongkong. 
It was a world of the hilarious ...like Prince Noro- 
dom Sihanouk's white elephant, which attacked a 
tiny red bus full of tiny Red acrobats from China. 


| 

| 

| 

| 

| 
It was a world of the macabre... like the Teikoku | For surface mail delivery add US$1.00 
poisoner who massacred a bank's staff for a haul of and for airmail delivery add US$3.00 
USS800. | per copy. RO320BFR 
| 
| 
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Yes! Please send copy(s) of the 
Barefoot Reporter for which I enc 
US$7.75 each. 
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It was a world of the touching . . . like the slave Send to: 
children of old Shanghai, plunging pathetic, claw- 
like hands into vats of boiling water to prepare silk 
cocoons for spinning. 


Name: 


Address: 


Hughes saw and reported it all. This selection from 

more than 10 years of his regular column in the Far 

Eastern Economic Review takes the reader on the 
* trail with the original Barefoot Reporter. s 
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Unwilling official 
spirit — but the 
flesh is weak 


By Mary Lee in Peking 
he two young Chinese women at the Peking Hotel 
! lounge merited second looks from passers-by. They 
wore colourful outfits and were made-up and coiffed 
like fashionable Hongkong women. But what gave them 
away as mainlanders were the thin, beige-coloured nylon 
socks which ended two inches below the skirt hem. 

They were sitting with two young Chinese men, who later 
got up and joined two foreign men sitting alone in the lounge. 
Their companions;-after some convivial exchanges with the 
foreigners, rejoined them, but left soon afterwards. The 
women, after a few minutes, got up and went over to the for- 

‘igners with whom, their friends had just spoken. After 
ibout 10 minutes of cheerful conversation, the four left to- 
gether. 

When in September 1985 Deng Xiaoping spoke of “some 
evil things that had long been extinct after liberation, [com- 
ing] to life again," he did not specify what these were. His 
reticence is understandable: he was referring to prostitution, 
that decadent and pernicious “capitalist” habit which 
flourished under the corrupt Kuomintang government in re- 
publican times. 






This road can be very short if we all help. 
It may lead the refugee back to his home- 
land. It may mean the beginning of a new 
existence in a neighbouring country. Or it 
may take him thousands of miles away from 
èe  hishome. EI 


The United Nations High Commissioner 
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UNHCR 


Of all the evil winds which have swept in through the - 
Dengist open-door policy, prostitution is perhaps the least 
tolerable — not because the communists are puritanical but 
because it is an affront to the national dignity as well as the 
much-proclaimed “socialist spiritual civilisation.” Pimps are 
liable to be executed under Chinese criminal law. 

Last December, the Hongkong Chinese-language news- 
paper, Ming Pao, carried a report about *bad public order in 
coastal ports." Quoting Public Security Bureau (police) 
sources, the report marked the reappearance of prostitution 
in the former treaty ports (now open coastal cities) as reflect- 
ing the deterioration in public order. Foreign sailors have ap- 
parently also been corrupting young people by distributing 
what are described as pornographic materials. Other press 
reports from Canton and Shanghai have also mentioned 
prostitution, while in the capital, business is often solicited 
from foreign men at discotheques and some hotel lounges. 
Others have had taxi drivers offer to introduce them to 
"women who like foreigners." 

However, prostitution is but one manifestation of grow- 
ing sexual promiscuity in China. When foreigners are in- 
volved, the issue often becomes political. The police have 
sent a number of young Chinese women who have had sexual 
liaisons with foreigners to re-education camps, regardless of 
whether marriage was intended. But even among the 
Chinese themselves, particularly the younger generation, at- 
titudes towards sex are changing. 

In July 1985, the first national sex-education study class 
was held in Shanghai. The topics included sexual perversion, 
sexual morality, sexual sin and “utilitarianism” (population 
ethics). The China News Service at the time commented: 
"The subject of sex is no longer taboo in China . . . for a long 
time, China always shied away from the discussion of any 
subject related to sex. Due to a long period of prohibition, 
some sex crimes arising from sexual ignorance occurred. The 
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Ni 
v for Refugees co-ordinates world-wide 
Y efforts to solve refugee problems, to give 
V human rights back to refugees: work, edu- 
Vv cation, freedom from persecution, legal 
IE protection. 


Since 1951, UNHCR has helped some 


25 million refugees to begin a new life. 


United Nations High Commissioner for Refugees 
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sia is home to more than half-of mankind. Every day, 
ts are happening here that not only shape the re- 


piles, analyses and interprets them. No businessman 
can afford to ignore them. Nor can any professional or 
holar or anyone who has dealings with Asia. Decide 


sonomic, social and political realities of Asia at your 
igertips as does the Asia Yearbook. 


w In Its 27th Edition | 

e Asia 1986 Yearbook, now in its 27th year, is bigger 
and more comprehensive than ever before. Matching 
the rapid pace of Asian development, it goes into great- 


' fering a historic year in | South Asia, and deep US 
M snos in Asia - — ‘pet you wil find familiar seg pe 
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i country is ‘discussed with up- -to-date reviews of its 
ics and Social Affairs, Foreign Relations, Economy 
ifrastructure, complete with a map and lists of 
ding public officials. The Asía 1986 Yearbook gives 
localised, first- hand information on everything from 
irket potential ; and Fie trends to foreign aid in- 
ment and social amc cultural Janamarks. Each 





Ne We give ye 
minus thei 


gion's future but affect the entire world. The Asia 1986 
rbook does more than cover these events — it com- 


for yourself whether any other single medium puts the. | 


er detail, with greater insight — a book which everyone 
ho needs to know about Asia must have on the book- 


































country chapter has a Databox giving essential vital 
statistics. And there is also a statistical round-up com- 
piled against a master OSONDIR provided by Year- 
book experts. 


How We Did it ie o 
Published by the Far Eastern Economic Review, the 
Asia 1986 Yearbook is the result of thousands of man- 
hours of work during the year. Every week, the Review's 
correspondents file on-the-spot reports from every 
major Asian capital and every area of interest through- 
out the region. This leading team of writers, analysts, 
experts and research staff contribute (as they have reg- 
ularly for 27 years) to keep the Asia 1986 Yearbook on 
top of events. To give you Asia minus the mystery, 








minus the myth. To give you Asia as only the Far East- 
© em Economic Review can. Be H 


Soft Cover: HK$170/US$23. 95/£20/S$49. 50/M$56.50 
Hard Cover: HK$200/US$27. 95/£23.75/S$58.50/M$67 
For airmail delivery, please add: | 
HK$55/US$7/£5/5$15/M$17.50 per copy. 
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Far Eastern Economic Review, 
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owed that 20% 
“the intrusion of a third party. 
are filed by women. Another pol 
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Gy We consider that our friend pictured here is one of This could be one of the most dramatic growth | 
- China's more famous features. However, the country stories since the post war boom in the German and Jas 
u| ts richer in potential than most realise. paneis economies. | 

Hardly surprising when you con- —1 Direct investment in China is not. 
sider that 1 billion Chinese have been only hazardous and difficult, it is likely - 
«| hiding their light behind a bamboo to be impossible for the average pri- 
=| curtain for many years now. However, vate investor or institution. The- 
| one thing seems certain. China, with Thornton Hong Kong and China Gate- 
d the world's largest population, offers way Fund has been created to allow in- - 
(5| exciting opportunities to those coun- vestors to achieve long-term capital- 

tries nearby who are supplying the appreciation from a portfolio of secu- 
«| goods and services China needs as it ~~ nities invested principally in Hong 
z, grows rapidly under its present plans Kong but also in other companies in - 
v for economie. development dubbed the the Asian region involved in trade with . 
O “Four Modernisations." China. The experienced team of fund | 
s| The chief beneficiary seems likely to managers, all based on the spot in 
D be Hong Kong, itself to bereturnedto -£ Hong Kong. will also constantly 
,.]| China in 1997. Second comes Japan ` $ p. explore opportunities in other stock 
«| with its traditional links and onentar markets for investments which will 
culture.“ benefit from trade with China. | 
c5 
z| While we believe investment in this trust could be rewarding, the price of shares i in the trust may go down or up. | 
E For full details please complete: the FOAN addressed to Thornton Mane l| = Limited. 

The Managers “To: Sarak Robinson: | 
| Z| The managers are Thornton Management (Bermuda) Thornton Management (Asia) Limited, 801 Gloucester | 
em Limited and sub-managers Thornton Management Tower, The Landmark, Central, Hong Kong. 3 
O (Asia) Limited, both wholly owned subsidiaries of Telephone: 5-260122 | 
4 Thornton & Co. Limited. Thornton & Co. was a i Please send me details of the Thornton Hong Kong ai ' 

subsidiary of J. Rothschild Holdings ple sold its interest China Gateway Fund Limited (including the 
Fa in Thornton & Co. to Richard Thornton and associates Explanatory Memorandum). 

2 of his. Richard Thornton has been actively investing Name en ces 
| | inthe Pacific region since 1964 and is Chairman of Address TENIS ONETPUM 

ic| [| the Fund. Buc c cec ccc Teleplone 
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Better-dressed in Shanghai (left) and Peking: a surge in sales. ~ 


loosely in China, applying to films and publications contain- 
ing nudity — with a vengeance. 

Sex can also become an issue for ideological debate, as 
one of China's more popular serious writers, Zhang Xian- 
liang, discovered recently. He incurred official wrath with his 
story, The Other Half of Man is Woman, published in a liter- 
ary magazine, Shouhou. The central character, Zhang 
Yonglin, is a man who spent the best part of his youth in a 
labour camp for so-called political crimes during the Cultural 
Revolution. At the age of 35, he is still a virgin burning with 
unfulfilled sexual passion, which is described in some detail. 

The Peking Daily, the organ of the municipal communist 
party, called the story “a kind of literary error” and com- 
mented: “They only need a good time in bed, to the point 
that it only requires the animalistic function of the opposite 





however, have praised the story for exposing "seriously, 
bravely and profoundly the cruel suppression of normal 
human nature . . . and [it] recalls and condemns profoundly 
that inhuman period [which] caused the distortion of peo- 
ple's sexual psychology, a basic element of human nature. 
Whatever the official arbiters of morality may say, how- 
ever, rapid changes are taking place in China's urban envi- 
ronment which can only erode the puritanical view of sex. 
Young women are starting to look more attractive, and this is 
creating a surge in sales of cosmetics and fashionable cloth- 
ing. The resurgence of the world's oldest profession in 
Chinese cities is simply another manifestation, observers say, 
of the importance of money. Decrying all this as decadent 
bourgeois liberalism is not going to prevent the Chinese be- 
having like people elsewhere — unless strict political controls 


sexes for them to get together. 
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. The lure of 


-. By Louise do Rosario in Hongkong 


t is not a coincidence that the big- 
E gest corruption cases revealed by Pe- 
king during the past 12 months took 
place in southern China. 

Heading the list was the Hainan is- 
land motor-vehicle speculation racket, 
involving a total of Rmb 4 billion 
(US$1.2 billion). Then there was the 
Shenzhen Petrochemical Trading 
Corp.’s illegal foreign-exchange deal- 
ings, involving Rmb 73 million; while a 
_ Shenzhen-based worker was found to 
— have concluded Rmb 3 billion-worth 
of fraudulent contracts 


with 11 
Chinese enterprises. : 
Authorities in the southern 


. Guangdong county of Faoshan re- 
cently arrested a swindler who was 
found 


from 88 production units — which had 
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" More sympathetic readers, 


ilty of taking Rmb 19 million 


Audi KO ULL DE e im io eet, ee Bee reos d re, Pa 


actually entered into commitments to 


pay him as much as Rmb 8 billion. 


Southern China, and in particular 
its coastal provinces of Guangdong 
and Fujian, is well-known for its prag- 
matism, flexibility and extensive ties 
with Overseas Chinese — all of which 
add up to credentials for turning dubi- 
ous ideas into profitable transactions. 

The southerners have inherited 
from their ancestors — many of whom 


emigrated (to start now-flourishing 


businesses) one or two centuries ago 
— the sharp commercial sense that is 
often absent among people of the rural 
hinterland. This natural acumen has 
helped the region to become one of the 
most commercially prosperous in 
> ge as well as a hotbed of malprac- 
ce. 


A from its high incidence of 
common economic crimes such as 
smuggling and embezzlement, the re- 
gion has also become a haven in which 
children of senior cadres and their re- 
latives set up private firms — an activi- 
ty disapproved of by Peking. The Feb- 
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are re-established. 


ruary issue of the usually reliable 


Hongkong-based monthly Cheng 


Ming revealed a broad network of 


business activities of the so-called 
princeling faction within the com- 
munist party. 

Zhao Dajun, son of Premier Zhao 
Ziyang, is the director of a “new tech- 
nology development” company set up 
in Shenzhen in April 1985, according 
to the magazine. An Li, daughter-in- 
law of party General Secretary Hu 
Yaobang, has been working in 
Xiamen since March 1985, prometing 
tourism, foreign trade and Ove 
Chinese-related matters, it sai 
Wang Jun, son of Wang Zhen, and H 
Ping, son of He Biao, are known to be 
actively engaged in business in Macau. 
The older Wang and He are both 
members of the Central Advisory 
Commission. 

While Cheng Ming’s allegations 
may not be 100% accurate, they do 
suggest the attraction of the south as a 
place to do business of a sort that 
might normally be frowned upon in 
other parts of the country. 
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Japans largest bank. 
DKB 


Perhaps the single greatest resource that has made Japan the economic 
CJ Total Assets x1 an 
Bl Total Deposits power it is today is its people; and those people have chosen to make DKB 
(Unit: Billion Yen) .— —————7 ë Japan's largest bank, with assets of more than US$165 billion. The reason? 

E No bank better understands the hearts and minds of the Japanese people or 
Japan's financial world. How? Through DKB5 vast domestic branch network that 
maintains close financial relations with almost all of the leading national 
companies. This network has led to DKB's becoming the bank chosen by one out 
ue p of every two foreign or foreign-affiliated companies in Japan for sophisticated 
81  '82 '83 '84 8s international financing and up-to-date data on the Japanese scene. 

If you're interested in putting DKB's expertise and capabilities to work for you, 
contact your nearest DKB office. DKB maintains offices in more than 48 maj 
financial centres throughout the world. 

DKB: the international bank in the heart of the Japanese financial world. 
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Singapore: deficits all round. 
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Singapore resorts to deficit financing 


More-for-less budget 


By James Clad in Singapore 


Singaporeans expected many detail- 
ed incentives and correctives from 
their government's budget for the fiscal 
year beginning on 1 April. After all, the 
budget received by parliament on 7 
March comes just after a blizzgrd of 
government-sponsored reports have 
dissected the country's hard-hit econ- 
omy (REVIEW, 6 Mar.), while Finance 
Minister Richard Hu said “it has been 
more than a decade since a budget has 
had to be presented to deal with a severe 
recession." 

But no comprehensive package 
emerged on 7 March. In one of his coun- 
try's shortest-ever budget speeches, Hu 
offered few special measures. Instead, 
he emphasised previously promised tax 
cuts, offered some relief to property de- 
velopers and called for a relatively pain- 
less drop in the number of public ser- 
vants. 

In so doing, Hu formalised measures 
already announced by First Deputy 
Prime Minister Goh Chok Tong several 
weeks ago. These include corporate-tax 
reductions (from 40% to 33%), lower 
m marginal personal-income 
ates (also from 40% to 33%), a 
o property-tax rebate and an across- 
-board 25% personal income-tax re- 

ate on last year's assessment. Signific- 
antly, Hu pledged to keep these cuts in 
effect “until the economy regains its vig- 
our,” and he also said he would not im- 
pose any new tax burdens during the 
coming year. 

Despite the lack of a comprehen- 
sive package, the continuing business 
slowdown has shaped the architecture 
of public accounts in which a growing 
weight of development spending will 
ride on.a narrowing base of recurrent 
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expenditure. And this top-heavy 
weighting has a parallel on the revenue 
side: a progressively higher deficit, as 
the government deliberately forgoes 
some of its tax-take to boost the reces- 
sion-hit economy. 

Figures released after Hu's address 
make the deficit-funded expansionary 
budget explicit. To support S$8.54 bil- 
lion (US$3.9 billion) in operating ex- 
penses and $$13.52 billion for develop- 
ment spending (an overall increase in 
government spending over fiscal year 
1985 of 37%), the government's returns 
from taxation, fee income from its loans 
to other bodies and from its own fund 
investments will bring in 85% of needed 
revenue. The remainder (S$3.22 bil- 
lion) will come from "borrowing and 
development-fund drawdown,” a 250% 
increase on the projected S$1.25 billion 
deficit for the current year. 

Analysts agree that Singapore can 
easily raise all the deficit finance locally, 
by resorting to its own reserves and 
other funds. They also accept that 
Singapore's Finance Ministry generally 
takes a conservative view of likely re- 
venue returns and that it often plans for 
higher-than-likely disbursement — a 
discrepancy that could become more 
prominent in the coming year when the 
government-payments system is expect- 
ed to cope with a sharp rise in hoped-for 
development spending. 

But for all that, the deficit undoubt- 
edly will still grow by a quantum jump 
— just when the government, in 
another measure, has cut employers’ 


Home-front problems: page 114 


contributions to the Central Provident 
Fund (CPF, the national retirement 
fund), one of its key domestic sources of 
public finance. 

In absolute terms, the narrowing 
operating-cost element is illusory. In 
1986-87, the government’s recurrent or 
operating costs will still climb by about 
20% over the current year’s level. 
Higher public-debt servicing and direct 
grants for housing (in Singapore, hous- 
ing remains primarily a public-sector 
enterprise) account for most of the in- 
crease. Excluding the Defence Minis- 
try, other departments are, for planning 
purposes, being held to a 1.4% increase 
in operating costs, though Hu expects 
them to actually spend less. 


W ithin the government's operating- 
cost component, salary, pension 
and other staff costs will grow only by 
3% during 1986-87 if Hu has his way — 
*much lower than the average annual 
increase of 16% over the 1980-84 
period," he said. This is seen as a signifi- 
cant move — especially as the govern- 
ment will also reduce its contributions 
to public servants' CPF and will not give 
them a customary half-month bonus. 
While operating costs shrink, at least 
proportionately, development spending 
will expand to help counter Singapore's 
most severe post-independence reces- 
sion. The development outlay for 1986- 
87 will add S$4.53 billion to last year's 
allocation — a 50% increase. Of this, 
9096 (or S$12.39 billion) will go, Hu 
said, towards public housing, education 
and utility services; almost 40% of the 
increase will go towards the purchase of 
land needed for public housing. *As a 
proportion of GDP,” Hu said, govern- 
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| road: | 
| A The 1986 budget's heavier reliance 
on debt financing follows inevitably 
from a strategy banking just as heavily 
on the announced tax cuts to improve 
- corporate cashflow, to stimulate domes- 
tic spending (though this is an incidental 
effect) and most important, to lift in- 
vestment. Not surprisingly, the biggest 
single jump in operating costs will come 
from a S$1.01 billion increase in servic- 
ing interest payments on new domestic 
loans raised to finance the development 
spending. 
= Hu said property-tax rebates, re- 
duced charges on gas and electricity and 


BE uL 


roll-backs in customs and excise duties 
announced during 1985 have already 
- cost the Treasury some S$488 million, 
| while the Consolidated Revenue Ac- 
count at the end of fiscal 1986 will stand 
at S$8.66 billion — “a further drop of 
3.3% compared to 1985's revised esti- 
mate of S$8.95 billion and 1984's re- 
venue of S$10.06 billion," he said. 

_ In addition to the major, previously 
foreshadowed cuts, Hu did hold out 
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y Philip Bowring in Singapore 

AA Ithough 1985 was an almost unpre- 
AA cedentedly bad year for Singa- 
pore’s exports, weak domestic demand 
proved an even more important factor 
in the 1.8% decline in GDP — the first 


rT 


annual decline in more than 20 years. 
Capital formation was the main culprit 
in this high-savings, high-investment 
. economy, falling 13%, with the private 
sector down 16.7% and the public 
9 ak 

_ The private-sector slowdown was 
marked in the overbuilt construc- 
tion industry, but investment in machin- 
ery was also down. The public sector 
was little help because the earlier surge 
in spending, mainly on housing, begun 
in response to the 1983 recession was 
winding down. Adjustment away from 
excessive reliance on the construction 
sector is considered necessary and ulti- 
mately beneficial — but at a time of 
weak exports, the process is painful. 

_ Development spending by statutory 
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'oards fell by 10% to S$4.7 billion. But 
pressure to hold down or even reduce 
the charges of the mostly profitable 
public utilities resulted in current ex- 
penditure by the boards growing slightly 
faster than revenues. However, overall, 
the boards ended with a surplus of 
$$897 million against S$354 million in 
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| E H Big layoffs in the construction sector 


Home-front problems 


The slump has more to do with local rather than foreign demand 
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termining the tax rather than a blanket, 
industry-wide figure which penalises 
late-starters. Hu also announced an 
exemption from property tax of land 
currently in any stage of development. 


M ore measures aimed specifically at 
the property market are expected 
in coming weeks. Just before the budget's 
release, a government-appointed Prop- 
erty Market Consultative Committee 
formed in September reported, urging 
far-reaching steps (REVIEW, 13 Mar.) to 
"save the market from collapse." Fi- 
nance Ministry officials are still ponder- 
ing these steps (most of which have 
heavy revenue-cutting implications) 
that would cut back property supply and 
ease developers' cash-flow problems. 

Sources explained the comparative 
brevity of Hu's address and paucity of 


and to a lesser extent in manufacturing, 
contributed to a 1% fall in private con- 
sumption. But for many, wage increases 
continued to outstrip prices — which 
rose only 0.5% compared with a 3% rise 
in average weekly earnings. Falling im- 
port prices enabled many Singaporeans 
to enjoy higher living standards despite 
recession, but at the expense of com- 
petitiveness, unemployment and busi- 
ness profits. Employment declined by 
96,000. Although two-thirds of those af- 
fected were foreign workers, unemploy- 
ment among Singaporeans rose to 4.9% 
by year-end and the participation rate 
fell. 

With jobs harder to find the rate of 
participation in the labour force fell by 
l.2 percentage points. At the same 
time, though population grew 196, the 
labour force remained static due to in- 
crease in average years of schooling. As 
well as labour shedding in hard-hit in- 
dustries, there were also significant job 
losses in the public sector as a result of 
the pressure for improved productivity. 
Employment in government depart- 
ments fell a striking 3.8% to 71,000 and 
overall public-sector employment by 
2.1% to 129,000, 

. For the economy as a whole, how- 
ever, productivity performance was 
spotty, actually declining by 1.4% in the 
hard-hit manufacturing sector. Overall, 
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vithin the government. | 
about the length to which it should go in 
accepting the fiscal, tax and investment 
recommendations urged by a commit- 
tee headed by acting Trade and Industry 
Minister Lee Hsien Loong. 

In the month before the budget, the 
country has been absorbed by reaction 
to the committee's report, entitled The 
Singapore Economy: New Directions, 
which centred on ways to prune Singa- 
pore's increasingly high-cost economy 
to make it more competitive in an eco- 
nomic environment that, by commen 
consent (and in Hu's own words), has 
been hit by *slowdoWns in international 
trade . . . falling commodity prices ad- 
versely affecting the growth of Asean 
neighbours . . . and growing protec- 


tionism as well as structural changes in 
global demand." 
These trends lie outside Singapore's 














its growth was 3.4%, largely as a result’ 
of a sharp rise in construction-sector 
performance. 

Domestic exports were down only 
1.4% — a lesser fall than some other 
newly industrialised countries such as 
Hongkong. But stable oil-product ex-* 
ports, which account for almost 40% of 
domestic exports, masked steepefalls for 
integrated circuits, consumer 
nics and ships. Among markets, th 
continued to provide some growth, 
beit much reduced, and also Euro. 
But sales to Japan, Malaysia and mo _ 
other countries declined. 


H €-export business declined 3.7% 
due to weak commodity prices. Net 
service earnings fell for the second year 
running to $$6.5 billion from S$7.5 bil- 
lion. Although tourist arrivals grew 
marginally, shipping and ship-repair 
work sltimped and there is assifmed (no 
figures are available) to have been a 
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about wage costs which, during the 
early 1980s, constantly outstripped pro- 
ductivity gains. Singapore can also 
tackle the more-immediate problems 
of sustaining corporate cashflow for 
investment (and job retention). For 
the areas of the economic environment 
that fall within Singapore's power to 
control, Hu's budget consolidates 
changes already accepted by the leader- 
ship. 

To cut wage costs, the government 
has suspended the payroll tax, cut em- 
ployee contributions to a fund to up- 
grhde workers' skills as well as dropping 
CPF contributions. These, said Hu, 
“will restore the infernational competi- 
tiveness of our firms and traders to a 
considerable extent." 

Whether the tax changes incorpo- 
rated in his budget can achieve more 
subjective aims — towards investment 
nimbleness, market flexibility or trad- 
ing responsiveness — is less clear. As 
Hu remarked during his budget: "It has 
zeen said that if a new product is on 
show in Japan today, it will be on sale in 
Hongkong the very next day. Singapore 
stores will only have it the following 
week." " 





sharp fall in earnings from entrepot 
trade with Indonesia. 

The sluggishness of the economy was 
reflected in the financial sector. Bank 
deposits, other than interbank, *rose 
only 3% and loans by just 2% , and there 
was some evidence that larger banks 
such as Development Bank of Singa- 
pore benefited at the expense of smaller 
ones. The big sufferers in the finance 
sector were the finance companies, suf- 
fering from depressed demand for prop- 
erty and cars. Deposits fell 5% and 
loans by 7%. 

The big winner was the Post Office 
Savings Bank (POSB) where deposits 
rose 25% to S$9.1 billion and loans by 
"3%, much to the housing sector. These 

igures have aggravated the complaints 
of the private sector, particularly the 

maller bake; at the tax advantage en- 
joyed by the POSB. 

The decline in service earnings was 
fnore than offset by a S$2 billion fall, to 
$$6.67 billion, in the merchandise de- 
ficit, resulting from lower retained im- 







e the non-monetary sector was 
ble at a net $$2.5 billion. 

Offsetting the lower capital inflow 
was a larger-than-usual positive 
"balancing item" — errors and omis- 
sions — of almost S$2 billion, so that 
overall, there was a S$2.9 billion in- 
crease in official foreign reserves. The 
figures underlined the fact that the bal- 
ance of payments is not a significant fac- 
tor in Sinfapore's attempt to bre&k out 
of recession. À " 
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control, but something can be done- 


Banks to the rescue 


Corporatisation of the KLSE may sidetrack a bailout 


By Nick Seaward in Kuala Lumpur 

uala Lumpur Stock Exchange 

(KLSE) members are due to take a 
series of votes over the next two weeks 
that will affect the future of Malaysia's 
securities industry profoundly. They are 
faced with the urgent issue of whether 
to accept the terms of a M$50 million 
(US$19.9 million) standby credit to bail 


|j out a minority of their fellow KLSE 


members who cannot meet outstanding 
commitments on forward share-pur- 
chase contracts. An even more impor- 
tant decision is whether KLSE members 
should bow to Ministry of Finance pres- 
sure and allow Malaysian banks to ac- 
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Mohamed Din: hedging his bets. | 


quire majority interests in their firms. 

Two extraordinary general meetings 
(EGMs), to be held at the KLSE on 16 
and 22 March, will decide the "cor- 
poratisation" issue and other issues. 
The KLSE's 133 individual members 
(through which some 50 stockbroking 
firms and companies do business on the 
exchange), have been asked to approve 
a set of government-instigated resolu- 
tions that effectively set the stage for a 
complete takeover of the industry by 
the banks. Unlike the recent changes to 
the rules of the Stock Exchange of 
Singapore (SES), however, the KLSE 
proposals will not allow banks to estab- 
lish new, wholly owned broking sub- 
sidiaries: instead, the banks will have to 
buy into existing brokers, taking up to 
61% of their equity. 

Because of this concession to the 
existing membership, which has' always 
argued strongly that the banks should 
pay for an element of the goodwill it has 


built up, the KLSE is expected to re- 
ceive the 75% vote in favour which it 
needs to amend the Articles of Associa- 
tion. Already, 42 of the 50 broking firms 
and companies have indicated their in- 
tention to sell stakes to outside corpora- 
tions. But in pushing through its cor- 
poratisation proposals, the KLSE may 
also have been scuppering the "inter- 
broker fidelity fund," which is due to be 
voted on immediately after the corpora- 
tisation EGM on 16 March. 

The standby credit has been facin 
mounting objections by some KLS 
members who see no reason why they 
should pay the proposed 25% of their 
commissions to service a loan which 
may ultimately be required only by some 
four or five imprudent brokers — nor 
why they should each guarantee the cre- 
dit up to the sum of M$1 million. With 
the additional cash that corporatisation 
will bring in, brokers who otherwise 
might have felt more comfortable with 
the standby credit on hand may now be 
tempted to vote down the proposal. 

The KLSE seems to be aware of the 
danger. The size of the fidelity fund has 
been reduced successively from an ini- 
tially proposed M$150 million in De- 
cember, to M$80 million in late January 
and to M$50 million on 7 March. 

The latest reduction has come only 
six days after two procedural votes by 
KLSE members only narrowly achieved 
the simple majority needed to pass re- 
solutions forcing all members to guaran- 
tee the lifeboat fund in the event of it 
being accepted by 7575 of the member- 
ship on 16 March. Furthermore, KLSE 
chairman Mohamed Din hinted to the 
press immediately after those votes that 
the 25% levy on brokerage service 
charges may also be lowered. 

Mohamed Din hedged his bets even 
further by saying that the standby credit 
was advisable "in the interests of restor- 
ing confidence" but that it was not cer- 
tain that a drawdown on the credit 
would prove necessary. Of the M$180 
million worth of forward contracts out- 
standing at the time of the suspension of 
the KLSE and the SES in December, 
Mohamed Din said that less than M$80 
million worth remain unsettled and 
these mainly involved deals with Singa- 
pore-based brokers. He also did not 
rule out the possibility of the KLSE 
lifeboat being restricted to deals be- 
tween Malaysian brokers in the event 
that the organisers of the proposed 
standby credit for Singaporean brokers 
excluded their deals with Malaysian 
counterparts. 

Some brokers are suggesting pri- 
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. tract: ces em puis the M$20 
"Bblion mark — largely, it seems, be- 
cause many of the contracts were be- 
tween members of the same families or 
between companies belonging ulti- 
mately to the same owner and therefore 
| could be unwound without too much 
difficulty. 
= |  Tfthis reduced figure is accurate, the 
— |. move towards the rapid corporatisation 
| of the industry will have received 
| another boost. However, brokers who 
= | were expecting this process to take 
|. place along the lines recommended by a 
sub-committee task force in February 
have been surprised by the contents of 
the notices of extraordinary meetings 
sent out to the members later that same 
month. Indeed, reliable gources suggest 
| that the draft amendments to the Arti- 
| — cles and Rules vary in several substan- 
| tive ways from those suggested by this 
E task force, which comprised govern- 
.| ment officials and private-sector repre- 
. sentatives. 
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| POLICIES 


— | By Anthony Rowley in Hongkong 
a | EMEN E s new Banking Bill, offi- 
d cially gazetted on 7 March, at last 
= | marks a serious attempt on the part of 
i | : the authorities to prevent banks and de- 
.| posit-taking companies (DTCs) from 
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E _ Over-exposing themselves to connected 

el: | fon of borrowers, in or outside 

ongkong, whose failing fortunes can 

M _ have a fatal impact on the lending in- 
— | stitution. 

E = This kind of dangerous over-concen- 

(m 35 tration in lending was a common factor 

— behind the collapse in the past few years 

. of banks such as Hang Lung and Over- 

seas Trust Bank and is partly responsi- 

ble for the present fřónblés at Ka Wah 

| Bank. Desposit-taking companies Dol- 

. lar Credit and Dominican Finance were 
| also victims of such over-concentrated 

and imprudent lending. 

a _ A number of clauses in the new bill, 
| which amalgamates the formerly sepa- 
El rate ordinances covering banks and 

_ DTCs into one, bear upon this crucial 
E and previously neglected aspect of regu- 
.| lation. The principal one is Clause 81 
E which limits advances to any one person 
“ae or to companies connected by 
. shareholdings or directorships to 25% 
a d = ofthe capital and reserves of the lending 
— | institution. 
E ___ Although the existing banking and 
DTC ordinances contain similar stipula- 
tions, little if any attempt has been 
made to find out whether notionally 
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= | separate borrowers are in fact con- 
_ | nected, thus making a mockery of this 
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banks be restricted to a 31% stake in 
existing brokerages for an initial three- 
year trial period. In addition, it is be- 
lieved to have recommended that if a 
foreign bank or broking house comes in 
as an additional shareholder, this 
foreign party should be limited to the 
New Economic Policy (NEP)'s maxi- 
mum permitted shareholding for for- 
eigners of 3096, bringing the total cor- 
porate holding in an existing brokerage 
to 61%. However, in the changes which 
KLSE members are being asked to ap- 
prove, local corporations are to be per- 
mitted to hold the full 61% themselves 
— only if a foreign partner is brought in 
will their stake have to be lower. 


|: is in anticipation of this amend- 
ment being passed that Malaysia's 
largest merchant bank, Arab-Malaysian 
Merchant Bank (AMMB), has become 
the first to declare its intentions by an- 
nouncing on 5 March an agreement to 


EI ~ Anew bill gives Hongkong bank regulators much-needed powers 


technical and supposedly prudent limit- 
ation on lending. Some banks even in- 
structed their analysts to find ways 
around the largely ineffective restraints 
on lending to linked persons or groups. 
Hongkong-registered companies, often 
having nominee shareholders, were 
used as conduits for siphoning off Hong- 
kong bank and DTC funds to dubious 
offshore borrowers, often Overseas 
Chinese groups. 

Banking and Deposit-Taking Com- 
panies Commissioner Robert Fell 
claims that things will be different as 
and when the new bill becomes effec- 
tive, which should be around the end of 
May. (It will be formally introduced in 
the Legislative Council by Financial 
Secretary Sir John Bremridge on 19 
March before a substantive Legco de- 
bate in May.) "We are really tightening 
the screws on related lending," Fell told 
the REVIEW. 

The turning of the screw involves not 
only Clause 81 but also a new one, 
Clause 82, which gives the commis- 
sioner blanket powers to order any bank 
or DTC not to engage in "business prac- 
tices” which “will or may cause the 
soundness [of the lending institution] to 
be dependent on the soundness ofthe fi- 
nancial position of a single party." 

If such devices as nominee 
shareholdings are used to conceal the 
identity of borrowing groups in future 
(and where it is not possible to get be- 
hind such nominees with the coopera- 
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Malek Merican; pia question of the 
bank being able to take a majority 
interest was crucial to its decision to 
enter the securities industry: “You can- 
not ask a bank to go in without a major- 
ity," he told the REVIEW, “it is not 
tenable." 

At least two other merchant banks 
have been saying the same thing for 
some time, so it seems that someone has 
heard of these misgivings and had suffi- 
cient clout to change new rules at the 
eleventh hour. That someone could be 
Datuk Ramon Navaratnam, the deputy 
secretary-general of the Treasury, who 
was appointed to the KLSE committee 
by the minister of finance on 27 Feb- 
ruary — the first time those controver- 
sial powers of appointment given to the 
minister have been exercised. 

Navaratnam was chairman of the 
task force formed in July to draw up the 
corporatisation recommendations. 
From the composition of this subcom- . 
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Fell: checks and balances. 


tion of regulators in other banking juris- 
dictions), Fell claims he will simply shift 
the onus for disclosure onto the lending 
institution concerned. Failure to cor | 
ply would presumably be deemed anu 
desirable business practice, carrying the 
possible penalty of fines up to 
HK$200,000 (US$25,641) or imprison- 
ment for two years. for directors and 
managers. The ambit of such inquiry ïs 
being widened to include companies 
outside Hongkong. 
Much will thus hinge upon 
ity and regulation of inspection 
banking commission, but with it 
being increased from 160 to aroun 
including the appointment of 
“senior people,” over the next two 
years, Fell is confident that he can cope. 
Computerisation of the commission’s 
records as from May willimprove the ef- 
ficiency of the monitoring operation. 
Lending institutions can of course 
have potentially dangerous exposures 
to borrowers through shareholdings as 
well 4s through advances. Clause 64 of 
the new bill requires them to disclose 
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only broker in the group. The other 
seven members represented either gov- 


ernment bodies or the banks. 


Judging by the lack of stockmarket 
representation on the task force, the 
only surprising aspect of the draft report 


- submitted to the minister on 4 February 


was that it was not weighted even more 
in favour of the banks. The Association 
of Merchant Banks in Malaysia (repre- 
sented principally by AMMB), argued 
fórcefully for the banks’ right to estab- 


‘lish 100%-owned pew companies with 


~ 


licences granted by the minister. Brok- 
ers, said the merchant bankers, were in- 
efficient, had too many liabilities and 
would charge excessive premiums on 
the value of their shares if the banks 
were forced to buy into them. 

In the end, it appears that the As- 


.'sociation of Banks in Malaysia — the 


commercial banks’ association — had 


Li: critical. 


these where beneficial ownership ex- 
ceeds 20% of the lender’s share capital. 
Clause 87 limits bank and DTC 
ihareholdings in other companies (ex- 
sept other banks or DTCs) to 25% of 
capital and reserves, except where the 
lender acquires such shares in the satis- 
faction of debts due to it. Even then, 
[hey must be disposed of in 18 months. 
Banks’ and DTCs’ holdings in land, in 
or outside Hongkong, are limited to 
areholders' funds. 







e ownership and control of banks 
nd DTCs is also coming under stric- 
regulation. Anyone acquiring 10% 
more of a Hongkong bank or DTC 
must, under Clause 70, obtain the bank- 
ing commission's approval before they 
can vote the shares — which is in ad- 
vance of general companies legislation 
in Hongkong. A fit and proper person 
requirement is also introduced under 
Clause 72 covering the “controllers” of 
banks and DTC's. This brings th¢ bank- 
ing legislation into line with insurance 
— (C in düe Banks will be 
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partner, bringing total corporate hold- 
ings in any one stockbroking company 
to 51%. In the event, someone pointed 
out that foreigners could hardly be pre- 
vented from taking their 30% entitle- 
ment under the NEP, which is how the 
rather strange 61% figure came about. 


he actual number of banks and mer- 

chant banks that qualify to go hunt- 
ing for stockbroking targets is smaller 
than might be thought. Commercial 
banks have to have M$100 million and 
merchant banks M$30 million in share- 
holders’ funds before they can enter the 
securities industry and only one licence 
will be given to each banking group. 
Hot favourites to follow AMMB are 
Malaysian International Merchant 
Bankers, Aseambankers Malaysia, and 
Amanah-Chase Merchant Bank, 
though Amanah-Chase for one told the 
REVIEW that it was more interested in 


prevented from paying dividends until 
their paid-up capital and reserves reach 
HK$200 million, or HK$150 million for 
a licensed DTC (HK$20 million for a re- 
gistered DTC). 

The relationship between official 
banking examiners and outside auditors 
of banks and DTCs is strengthened, al- 
lowing either side to call a tripartite 
meeting, with the bank/DTC’s manage- 
ment also represented. Formalising this 
in law should help prevent the kind of 
conflict-of-interest dilemma which pro- 


fessional auditors found themselves in 
previously when they were unhappy 


about some aspect of a bank or DTC but 
hesitated to call official attention to it. 
Secrecy provisions which prevented the 
banking commission approaching the 
local Society of Accountants for fear of 
disclosing the identity of a particular 
bank or DTC have been cut through. 
All this puts Hongkong ahead of other 
jurisdictions such as the City of London. 
Hongkong has also gone ahead even 
of the Federal Reserve in New York 
in its detailed classification of how risk 
assets are to be treated for purposes of 
determining a bank or DTC’s ratio of 
risk assets to capital. In future, institu- 
tions in general will have to restrict the 
ratio to 5% or 20:1, which appears quite 
liberal, though it can be raised to 8% for 
banks and 10% for individual DTCs, at 
the commissioner’s discretion. Some of 
the weightings set out in the bill for dif- 
ferent types of risk assets may well be 
varied before it comes into effect. 
Liquidity requirements for lending 
institutions have been rationalised to 
some extent, with an attempt made to 
separate banks and their branches so as 
to look through at who is lending what 
to whom and whether the liquidity is 
thus genuine. Fell admits that some 
“window dressing” of liquidity ratios 
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Similar sentiments are being ex- 
pressed at other banks. “If the govern- - : 
ment wants to turn this specialised 
casino into a real stockmarket,” one - 
banker told the REVIEW, “brokers mus i 
be 100% corporate-owned — individu. 
als tend to be too greedy." ‘Another! rn 
banker said it would be more interested © 
if the brokers were to issue new shares | $ 
instead of selling off existing scrip — at 
least that would serve to strengthen thes 
broking companies instead of lining the 
pockets of their directors. 
Perhaps these banks are complaining 
too much. AMMB’s Merican is quite - | 
happy with the deal he got from Kris: “It _ 
is reasonable,” he said, “the cost is relz 
tively small — less than M$5 lino 
Market sources also indicate that even | 
such a major broker as Noone & Co. 
(albeit heavily involved in forward co n- 
tracts) can be had for around dece Y il- 
lion. E 














































will still be possible, but feels that the 
latest approach is more realistic than | 
previously. Likewise, the provisions S- 
covering letters of comfort which 
foreign-based banks supply to cover 
lending by their subsidiaries in excess of 
normal limits have been rationalised. A 
The biggest criticism of the new 
Banking Bill so far has been that it appa- 
rently gives the commissioner EY 
nian powers, powers which people like 
David Li, head of the Bank of East Aid 
and a champion of local Chinese bar k- | 
ing interests, feel could possibly be ope n 
to abuse by future regulators. For in- : 
stance, Li is unhappy about the need ! to | 
appeal to the Governor in Counc il 
against certain measures which the com- 
missioner may enforce under the bill. — 
Fell claims, however, that the bill - 
contains few new powers — Section 
13(1) of the old ordinance for insane 
permitted him to order a bank to doj er | 
about anything — but it does give wid or 
discretion in actually using those pow 
ers. Fell also claims that, with por o t 
appeal to the Governor in Council, 
the financial secretary in certain cases, 
there are adequate "checks and bal- | 
ances" built into the legislation. M 
The fact that the bill enshrines t the | 
need to police the banking and DTC | 
sector effectively as a government € 
(rather than simply as part of the com- - 
missioner's official job description as in 
the past) is something which Fell sees a 
a real plus point. Fell's predeces aii LES 
Colin Martin, has been heavily criti- — 
cised for his handling of prudential | 
supervision at a time when banks M 
DTCs were running into danger. But 
the lack of back-up from higher levels of 
government (as evidenced by a state- 
ment of the commissioner's duties) in | 
previous ordinances was at least as | 
much to blame. 
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. INDUSTRIALISING COUNTRIES’ EXECUTIVES 


STARTING SEPTEMBER 10,1986 _ 
— CONCLUDING SEPTEMBER 6, 1987 
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' Industrial Policy and Strategy - 
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-$ Managerial Control and Information Systems Manage- 
ment | 
Behavioural Implications of the Strategic Implementa- 
< tion 

'" Electives 

programme focuses on the needs and conditions of in- 


lising countries, with emphasis on professional 
loi oment and applied relevant skill generation. 


‘is a recognised institution, founded by the Delft Uni- 
y 9f Technology and has more than 30 years of ex- 
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Answers to the abo 'e- uestion- 
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t Cottreitin Hongkong T 
„F ongkong Land; one of the world's 
largest property groups, told share- 
holders on 7 March that it had now sub- 
stantially completed ‘the refinancing of 
liabilities and rationalisation of. assets 
which became necessary when the 
group sci teed close to bed 
ruptcy in the Hongkong property cras 
of 1982-83. id | id oe 
The reconstruction, however, goes 
further than Land’s own balance sheet. 
Chairman Simon, Keswick also añ- 








.| nounced a shift in the network of equity 
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. means that Land is reducing its holding 
in JM to a level at which that stake 
would no longer be crucial in any strug- 
gle for control of JM — so that JM 
could, if it wished, sell off its Land stake 
without effectively selling control of it- 
self in the process. | 


cross-holdings which have helped keep 
Land and its sister company, the now 
Bermuda-based trading house Jardine 
^Aatheson Holdings (JM), effectively 

id-proof for the past five years. Land is 
to cut its stake in JM from around 25% 
to 12.596, mainly by selling 12.6% of 


JM for HK$580 million (US$74.4 mil- 


lion) to Jardine Securities (JS), a JM- 
controlled investment trust which also 
holds 1095.of Land. JS is part-financing 
the acquisition with a HK$254 million 


rights issue, which will cut JM's share- | 


holding in JS from 59.6% to 49.6%. 
The Land-JS deal helps the Keswick 
family keep effective control of JM and 
Land, despite having a direct sharehold- 
ing usually estimated at only some 8% 
of JM’s equity. It appears to disadvan- 
tage, in the short term at least, outside 
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educes its debts after a long struggle 





Land’s remarkable recovery was rec- 
ognised some months ago in the 
stockmarket, where its shares have 
risen from a low of HK$2 in 1984 to 
trade in the HK$6-7 range during 1985- 
86. The stockmarket is now valuing 
Land at close to the company's own 
published net asset value, which in- 
creased from HK$6.45 to HK$7.12 a 
share during 1985, equivalent to an. 
overall increase of HK$2.65 billion in 
shareholders’ funds, to HK$16.48 bil- 
lion. This revaluation, coupled with the 
HK$2.9 billion disposal of a 35% stake 
in Hongkong Electric Holdings in 
January 1985, withdrawal from a series 
of cni joint ventures, and a HK$750 
million rights issue in March 1985, are 
the principal factors underlying the 


sharp drop in Land's debt-equity ratio. 


The sale of JM shares will bring 
Land's net 
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shareholders in Land, whose strategic s = 
25% holding in JM is being broken up | . 12 
for sale at a discount, instead of the pre- | 


mium which it might have been expect- 
ed to command from a different buyer. 


(JS is paying Land HK$11.22 for each ; D 
9.5% discount to the previ- |. 


JM share, a 9.5% disci 
yus closing market price.) 


* Most importantly, the disposal 





nd managing director David Davies 


jad nothing but good news to report. 


from 1985: net borrowings, he said, had 
fallen during the year from 104% to 
64% of shareholders’ funds, while net 
ordinary: profit had risen from HK$354 
million in 1984 to HK$551 million in 
1985. Davies also announced a 15 HK- 
cent dividend for the year, the first 
significant distribution since 1988, when 
Land cut its annual payment to a 
tok deceit he S Los bs 


















below HK$10 billion. Davies told the 
REVIEW that he now feels comfortable 
with that level of debt relative to share- 
holders' funds, and under no particular 
pressure to bring it down much lower. 
He believes that Hongkong will be “one 
of the best property markets you can be 


operating in for the next two or three | 


years," and that he is happy to "leverage 
up the play." 


avies, who joined Land at Kes- 


wick’s invitation in October 1983, . 


said he believes too much of Land's as- 
sets are still tied up in properties under 
development and land-bank holdings. 


He estimates these to account for about - 


HK$8 billion out of total group property 


4 assets of HK$26 billion, or about 30%; 


been working very hard fort 


main objective now, having res 


borrowings fractionally 


^ REVIEWDAGRAMby Andy Tar pjece of corporate finance W 
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During his presenta 
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years for our bankers . . . Me: 
ae old shareholders have had 
er." Davies told the REVIEW tl 


tured Land's assets and liabilities, 
improve its perceived quality as a st 
for institutional investors. “I.would 
Hongkong Land," he said, ^to be 
company which every fund r 
thinks of when they want to im 
Hongkong; the best counter ir 
kong. At the moment it is one 
them. I would like it to be the be: 
Stockbrokers and fund manage 
they appreciate the attention y 
Davies and his colleagues give to p 
viding detailed information ab 
the company’s assets and earnin 
and their willingness to. talk i 
telligently about its strengths and 
weaknesses. | E 
. — They say, however, tbat for 
both Land and JM, fundamentals 
will continue to be overshadow. 
- ed by speculative interest as tc 
. whether any outside predator wil 
seek to take over one or bo 
companies; and to what exten 
any Keswick family-led strateger 
to retain control might work 
the disadvantage of other shai 
holders — as they did when the 
Land-JM cross-holdings were bu 
up at crippling expense in 19% 
and to a lesser degree with. 
"friendship? price apparently 
oe the JM stake sold by Lan 
The sale to JS is an el 



























































increases the Keswicks freedom 
manoeuvre, without increasing t 
vulnerability to a hostile bid. JS now 
comes a "captive" shareholding vel 
in the defensive structure, its porti 
dedicated 67% to Land shares and 33 
to JM. | 

JS is part-financing the JM shares: 
quisition through an issue of 7% pri 
ence. shares, with JM's renou 
“rights” placed in friendly hands by 
dine Fleming, JM's merchant-ban 
subsidiary. JS’s ability to service - 
preference distribution will be he 
by Land's return to the dividend 
while Land's ability to pay its H 
million 1985 dividend is helped by 
HK$580 million received from the 
sharesdle: ^ 5 | 0 sf 
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and Shanghai Banking Corporation 


- The Hongkong 




















| Incorporated in Hong Kong with limited liability 






.. totheshareholders of the Bank was approximately HK$2,719 million (1984: HK$2,591 million), an increase 








reserves, out of which provision for changes in the value of assets has been made. Audited accounts will 
_ be published at a later date. | | | CERO a 








'  Theworking profit in most areas was in line with expectations, with the Hong Kong operation I 
. Ina particularly good performance. In three areas however the final result was disappointin 50 
East Asia the deepening economic recession towards the year end necessitated higher than expect 





the Middle East; and lastly, conservative provisions in our associated shipping investments resulted in 
_ à negative return from these investments. = | jo Ses EUN 





. .. The problems of the shipping industry around the world have been well publicised and have caused 
. concern to many leading international banks. Theseproblems can no longer be regarded as purely cyclical. 
_ The Board have therefore decided to set up a special provision from inner reserves again: certain large 

shipping exposures. Notwithstanding this provision the inner reserves of the Bank have increased and 


stand higher than they did last year. No provisions are necessary for advancesto our associate shipping 











^ InHong Kong, thoughl 
ofthe US dollar (and hence the HK dollar) will have a favourable effect on export 
to show some growth . It is hoped that trade with China will continue to expand. ^" 
UC Against this background the Direct ne Gr "ur will show a 
and they are confident of their ability to recommend at least the same quantum o 

that is HK$0.38 per share on the increased capital as proposed. DU 

FR Frame, Secretary — DN oos RE 
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The Directors announce that (subject to audit) the profit for the year ended 31 December 1985 attributable - E | 


of 5 per cent. The profit was arrived at after providin g for taxation and after making transfers to inner - 


. provisions for doubtful debts and consequently sharply lower profits. Secondly, theacceleratingfallin /.—— 
| theoil price during the second half of the year adversely affected the operations of The Bri sh Banik of - 











ained profits carried forward 
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A burgeoning problem 


Thailand has met all but one important IMF loan condition 


By Paisal Sricharatchanya in Bangkok 


ess than half-way through an IMF 

lending programme, Thailand is 
faltering on a related fiscal reform. 
Most of the programme's conditions — 
ranging from a current-account-deficit 
scaledown to price stabilisation and 
economic growth — have been met. 
The budget deficit, however, remains 
dangerously high and this threatens to 
delay further disbursement of the IMF 
money. 

The problem was highlighted re- 
cently when an IMF mission visited 
Bangkok as part of its annual consulta- 
tions with the Thais and also to conduct 
a mid-term review of the programme. 
Another session is scheduled for April 
when both sides are expected to try to 
thrash out an agreement to permit 
further drawings. 

The 400 million special drawing 
rights (SDRs, equivalent to US$459.8 
million), two-year standby facility was 
concluded in mid-1985 alongside an 
SDR 185 million compensatory-financ- 
ing facility (CFF — REVIEW, 4 July). 
Prompted by depressed export earnings 


-asa result of the world commodity-price 


slump during 1983-84, the package was 
designed to assist Thailand to correct its 
deteriorating balance-of-payments. po- 


| sition. 


The CFF was immediately dis- 
bursed, and so far, three instalments of 
SDR 50 million each have been drawn 
from the standby facility. According to 


Thai officials and foreign banking 
- analysts, Thailand is not in desperate 


need of the remaining money. 
Given the country's still-favourable 


_ credit rating, Bangkok can possibly bor- 


row from other sources at rates that are 
cheaper than the average 8.5% interest 


- carried by the IMF facility. But the gov- 


ernment wants an IMF endorsement to 
internationally legitimise its economic 
and financial management. This in turn 


- would further enhance its credit-worthi- 


ness. The IMF funds are used to prop up 
the country's foreign-exchange re- 


— serves, which stood at US$2.19 billion 
in December 1985, up from US$1.92 
- billion in the previous year. 


Thai officials stressed that the pack- 
age of reforms in the IMF programme 


= were something that the government 
— had intended to implement even with- 


out IMF borrowings. “We don't re- 
gard the conditions as something im- 
posed on us by the IMF. They were 
jointly worked out through policy 
dialogues.” 

The Bank of Thailand (BoT — the 


- central bank), has traditionally treat- 


ed the subject of IMF borrowings with 


122 


extreme sensitivity because of local 
press charges that IMF conditions 
rob the country of its economic 
sovereignty. 

The conditions under the current 
IMF programme call for the reduction 
of Thailand's current-account deficit as 
a proportion to gross domestic product 
from 5% in 1984 to 4% and 3% in 1985 
and 1986, respectively. This is to be 
achieved with a targeted 6% GDP 
growth, an inflation rate not exceeding 
7%, and a budget deficit not exceeding 
3.5% of GDP. 

Owing to a series of restrictive mea- 
sures that slowed imports and curbed 
consumption, the 1985 current-account- 
deficit target was met — in absolute 
terms, this dropped to just under 
US$1.6 billion from US$2.1 billion in 


Compensatory 


financing aoe d 


facility 


Source: International Financial Statistics. 
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the previous year. Prices were also 
stabilised, with an exceptionally low in- 
flation of 0.9% rising to 2.4% over the 
same period. Meanwhile, GDP growth 
declined from 6% in 1984 to 4.1% last 
year — low by historical Thai standards 
but still a respectable level regionally. 


B: the budget deficit continues to 
pose a problem. Owing to a combi- 
nation of unrealistically high projec- 
tions and actual shortfalls as a result of 
various negative factors, the govern- 
ment’s revenue collection has fallen far 
below target in recent years. The cur- 
rent fiscal year (ending 30 September) is 
no exception. Owing to the economic. 
slowdown’s impact on corporate earn- 
ings and other forms of tax revenue, the 
originally projected Baht 33 billion 
(US$1.2 billion) deficit is now expected 
to top Baht 50 billion, or equivalent to 
nearly 5% of GDP. 

Rather than resorting to external 
sources to finance the deficit — and 
thereby risking the status of the coun- 
try's credit rating — the government has 

: E 


decided 


to borrow domestically. 

Domestic-debt formation may not be as 
risky as foreign debt, but this too is caus- 
ing a serious strain. "According to 
another senior central b k source, a 
projected Baht 69 billion aggregate 
debt-servicing allocation under fiscal 
1987, up 36% from the current year, will 
inevitably crowd out resources for 
other, more productive expenditures. 

During two weeks of little-publicised 
discussions here, between late January 
and early February, IMF officials re- 
portedly urged the government to have 
more political resolve in raising revemue 
to bridge the budget gap. But as one au- 
thoritative Thai so@rce conceded, eco- 
nomic necessity does not necessarily 
conform with political reality. The gov- 
ernment recently introduced a tax pack- 
age in late January (REVIEW, 6 Feb.) 
and it would hardly bode well politically 
to do another round of tax increases, he 
contended. 

Thai officials are now hopeful that a 
number of the latest developments tha 
point towards a narrowing budget de 
ficit in the next fiscal year would even- 
tually result in IMF approval for con- 
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BoT: sensitivity. 
HART by Frank Tam 

tinuance of the programme. The gov- 
ernment is slashing Baht 2.5 billion (in 
less urgent items) from the current-yea) 
expenditure. Perhaps more impor 
tantly, it is expected to reap parts of the 
windfall from declining world oil prices 
— by not passing on the full benefits to 
the consumers (and thereby pocketing 
some additional petroleum-tax re- 
venue). 

The excise-tax structure Ofgvarious 
petroleum products was adjuste&jn the 
January package to do away withWub- 
sidies particularly on diesel oil Vnd 
liquefied petroleum: gas. Meanwh 
retail prices on bunker oil, benzine a 
premium petrol were cut by a range of 7- 
12.8% on 21 February to partially re- 
flect declining world oil prices. 

Although a definite decision has yet 
to be taken, any further retail-price de- 
crease is unlikely to reflect the full ex- 
tent of the world-price decline. Senior 
government economic planners are said 
to be cencerned about two thirfgs if local 
prices are drastically scaled down: the 
energy-conservation effort. would be 
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The 1985 Report and Accounts will be available on 9th April 1986. 
Copies may be obtained from: 

Group Communications, 

The Hongkong Land Company Ltd, One Exchange Square, Hong Kong. 
Telex: 75102 LANDS HX | 


















oad comment on the subject, BoT 
vernor Kamchorn Sathirakul stated: 
Ve have done our best. The country's 
neral macroeconomic picture is satis- 
actory. There are a few areas that per- 
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he second year of India's 1985-90 
seventh plan begins with almost 
ry macro-economic indicator, ex- 
t the balance of trade, looking good. 
n the light of the budget for 1986-87 
ginning 1 April), the cheerful out- 
projected by an official pre-budget 
y could be misleading. The econ- 
iow faces the challenges of de- 
recession ànd inflation, besides a 
yrating balance-of-trade position. 
-some commodity items 












hile others (jute, cotton and coconut) 
in the first 10 months of the 1985-86 
fiscal year. The impact of the rise in 
ses of agricultural commodities, par- 
larly food items, is greater on the 
sumer price index (CPI) than on the 
olesale price index because of their 
ier weighting in the former. Thus, 
CPI rose by 7.5% against 3.1% in 
vholesale price index. 
he growth rate of money supply 
) has slowed down: in the first 10 
Is of the fiscal year, the rise was 
against a 14.5% growth during 
e period in 1984-85. 
external-payments situation, 
nproved during 1984-85, weak- 
the first half of the current fiscal 
mports rose 25% and exports 
down by a marginal 0.7%, result- 
a trade deficit of Rs 41.24 billion 
;4 billion) compared to the Rs 
ilion deficit for the whole of 


































































fall in exports was mainly due to 
ppering off of crude-oil exports 
an increase in domestic refin- 
Although India depends heavily 
imports, it swaps part of its output 
se of a mismatch in its refining ca- 
) But non-oil exports showed a 
ise over the same period in the 
)US year. — i | 
ost of the increase in imports con- 
of oil, fertiliser and sugar and the 
ing of these imports. For the 
» fiscal year as a whole, the over- 
owth of imports should be lower 
what initial trends suggest but, all 






















'd April session with the IMF. In a 
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| against extending the programme, there | 
: is nothing we could do. I wouldn't be 
| too concerned." 


Trade deficit | 3 
D pficitas % of GDP 186 | Ba LAM Lo 33 


"The import bill here has bulged by Rs 10 - 
' billion despite softening world prices. 












i political constraints]. It’s 


rtain pol | | ir 
up to the IMF to judge. If it decides | 








In the event that the programme is 
suspended, Bangkok could expect some | 
repercussions. But officials are confi- | 
dent that any adverse impact would be 
limited as, through various channels, 
the international financial community is 
kept abreast of the government's con- 





until problems get.out.of control (like 
some other countries), Bangkok is often 
cited as a model borrower which seeks 
IMF assistance at an early stage. Oo 


To reduce the large pit-head stocks 
of coal (which peaked at 29.2 million 


tonnes | in 1984-85), 
IMPORT-EXPORT GAP | 


growth in coal produc- 
| 1983-84 | 






| tion was deliberately 
| moderated. As a result, 





1981-82 | 1982-83 1984-85 
with a 
9.69% in the index of 
industrial production, 
rose by only 2.9% dur- 
40 | 26 | ing  April-November 

SUE 1985 over the same 
period in 1984. Manufacturing, the 
largest sector, with a. weighting of 
8195, recorded a higher growth rate of 
6.8% _ Electricity "ge , with ÄÄ 
weighting of 9.2395, rose e faster, at 
8.4%. 














the same, higher than in 1984-85. Par- 
ticularly worrying is the rate of growth | 
in petroleum-products consumption. - 







Foreign-exchange reserves have 











| mines and quarrying, '- 
weighting of 
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| been drawn down by Rs 3.24 billion be- 
tween end of March 1985 and the end of 
January 1986 to Rs 69.19 billion for 


1985-86, against a rise of Rs 12.71 bil- 
lion for 1984-85. 


An estimated industrial-growth rate 
of 6.8% for the whole year (against 7% 
for 1984-85) together with the recovery 
in agriculture should result in a 4.5-5% 


year. This was reflected in the fall in 


growth in the GNP which decelerated to 
3.7% in 1984-85. 













Eo indicators for the new fis- 
» cal year (1986-87) are promising — 
higher agricultural production, a dis- 
tinct improvement in the growth of the 
gross national product, and a decline in 
the inflation rate. But the deterioration 
in the balance-of-trade position should 
be a cause for concern. 

Owing to a poor monsoon, agricul- | 
tural-production recorded a negative 
growth of 0.9% in 1984-85 from the re- 
markable peak of 13.7% the previous 


foodgrain production from 152.17 mil- 
lion tonnes to 146.22 million tonnes, but 
there was an encouraging increase of | 
6.4% in the use of fertiliser in 1984-85 
over the previous year and this might 
have offset the impact of the poor mon- 
soon. In the 1985-86 period, rainfall has 
been erratic and inadequate resulting in 
drought in many areas. Nevertheless, 
agricultural output is estimated by an | 
official survey to grow 3%. 

Industrial production is expected to 
rise in 1985-86 about as much as in the 
previous year, or 6-7%. The overall in- . 
dustrial-production index obscures the 
differential growth rates in major sub- 
sectors. | 
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4 Standard Chartered can offer you all the local 







WHEN YOU WANT TO 
OPEN THE RIGHT DOORS 
IN CHINA, REMEMBER 
THAT OURS HAVEN'T CLOSED | 
. SINCE 1858. 
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Nearly 130 years ago, we opened a branch in 
Shanghai, to serve trade between China and the rest 
of the world. 

Long before any other Western banks opened 
branches, it had become so well-established that 
the Chinese gave it a name in their own language. 

(Even today in Shanghai, many people will 
be able to help you if you ask for directions to 
“Makalee”.) 

Perhaps even more remarkably, it has pro- 
vided an uninterrupted service ever since it began. 

Today, it has been joined by offices in Beijing, 
Xiamen, Guangzhou and Shenzhen. 

Which suggests that when you need infor- 
mation and expert services to help you seize 
the burgeoning opportunities for business with 
today’s China, Standard Chartered is the bank you 
should talk to first. 

It also says a good deal about the depth of 
our involvement in the countries where we work 
over the world. 

d In China as in over 60 countries worldwide, 


knowledge, contacts and services to help you do 
better business. 

Put us to the test. Bring your toughest prob- 
lems to your nearest branch. 

You'll find an ever-open door. 


Standard % Chartered 
STRENGTH IN DEPTH ACROSS THE WORLD. 


STANDARD CHARTERED BANK, HEAD OFFICE: 38 BISHOPSGATE, LONDON EC2N 4DE. 

















In her heart; in her mind, you have always been first. 


JAPAN AIR LINES 





* Source: International Air Transport Association 


Step aboard JAL First Class. 
And discover the truth behind 


our promise. 


Enjoy the warmth and 
hospitality that has made us the 
world's number one IATA 
airline". 

Experience for yourself the 
ultimate comfort of the most 


technologically advanced seat in 
the air. The JAL Sky Recliner. 


On Japan Air Lines, the art of 
giving is not forgotten. We 
know who comes first. 


We always have. 


It's always a pleasure. | 





WE'RE PROUD TO SAY THAT 
ALEXANDER GRAHAM BELL WAS 
JUST THE START OF IT ALL. 





The year was 1874. The place, abundant supply of skilled labour 
Brantford, Ontario, Canada. is just one of the many reasons 
The man, Alexander Graham Bell. why your company should con- 

His invention, the telephone. sider the invitation. 
We suspect that even Alexander — To find out all of the aood rea- 

i l good rea 
cou t have pected al of the reasons why Canada & today 
provide to telecommunications land of opportunity for proia 

‘ business ventures, send for a 
From Marconi's first overseas copy of our investor's handbook. 
Viral c cs : Jan % Attach your business card to a 
recent Canadian developments Spy OF Misia ane post ito: 
miere cfi cable A Investment Canada, — 
cep eee Canadian High Commission, 
the Telidon videotex standard, 
and the world's most extensive eon TOOL 
li P k 50732 Kuala Lumpur, 

ene ite communications network, Malaysia TLX 30269 

anada has always been at the DOMCAN MA 

forefront of the telecommuni- 

cations industry. Investment Canada, 

There are a lot of good reasons POSTRE M 
C ' Commission for Canada, 

anada has hundreds of centres GPO Box 11142 
for R & D and technolo 

Jy Hong Kong. 

transfer. From 1971 to 1983, the 

number of Canadian scientists Investment Canada, 

and engineers increased by 70%. Canadian High Commission, 

We currently have over 378,000 Maxwell Road, 

scientists, engineers and tech- P.O. Box 845, 
nologists. In aerospace alone Singapore 9016 
there are over 45,000 people. 
And our world-class universities 
add significantly to this pool of 
talent every year. 


With the formation of Investment 
Canada, the Canadian Govern- 
ment has placed the welcome 

mat out to foreign investors. The 









WELCOME TO THE 
NEW SPIRIT OF ENTERPRISE. 





INVESTMENT 
CANADA 


v VIENNA. THE HEART OF EUROPE. Fiaker. 





THERE'S sucha thing as too much progress. Vienna is one of the few cities in 
which you can still turn back the clock and take a relaxed trip to the past in a traditional 
coach-and-pair, a "Fiaker". But it is also a city in which you can enjoy every modern 
comfort. Vienna combines old with new-the beautiful and historical "old town", and the 
brand new Austria Center with all the technical facilities needed to hold anything from a 
meeting of 50 people to a convention of more than 4000 in pleasant and comfortable 
surroundings. A congress center with Vienna's very own charm and style. 

For further information, please contact Vienna (222) 234567/300 or write: 


A-1223 Vienna, P.O.Box 53, telex 135024. 


AUSTRIA CENTER 
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TRY A LITTLE HELP FROM A FRIEND 


rt is not one of the things one ordinarily turns other products to be as compact, rational, portable, 








to personal computers for. cost-efficient, and easy to use as possible. 
But then, Epson personal computers are We provide them with the right combination of 
nything but ordinary. technical efficiency, faultless performance and 
At Epson, we think you operational simplicity. 
should be able to depend on E That way, you can count on them even for 






your computer even in the 
most unlikely situations. 
After all, a computer isn't 
called personal for nothing. 
It's called that precisely because 
it's supposed to be tailored to your 
needs. And the more responsive and 
user-friendly a computer is, the 
more personal it becomes. 
That's why we design our 
personal computers, printers and 


something as personal as a self-portrait. 
In need of inspiration? Try a little 
help from your Epson. It could bring 
out the artist in you. 


EPSON 


SEIKO EPSON CORPORATION: Head Office: 3-5, Owa 3-chome, Suwa-spi, Nagano, Japan Tel: (0266) 52-3131 Telex: 3362-435 EPSON ELECTRONICS (SINGAPORE) PTE., LTD.: No. 1 Maritime Square 
3 02-19, World Trade Centre, Telok Blangah Rd., Singapore 0409 Tel: 2786071 Telex: 39536 EPSON ELECTRONICS TRADING LTD.: 30/F, Far East Finance Centre, Harcourt Road, Central, Hong Kong 
Tel: 5-282555 Telex: 65542 EPSON ELECTRONICS TRADING LTD. (TAIWAN BRANCH): 1-8F, K.Y. Wealthy Bidg., 206 Nanking E. Road, Sec. 2, Taipei, Taiwan R.O.C. Tel: (02) 536-4339, 551-6248/9 Telex: 24444 





Your next loader/backhoe. 








If itisn't a Case, 





here's what you'll be missing. 


Case loader/backhoes offer a unique com- the engine, torque converter or transmission 
bination of features that deliver a proven edge in easily and individually. 
productivity and the greatest return on your 
investment. 


Maximum maneuverability: 


Our 580G four-wheel drive has extra traction 
for demanding on-site ground conditions. Stan- 
dard over-center backhoe minimizes bouncing 
SO you can travel faster and more smoothly on 
the road. m 














Investment performance. 





The excellent twenty-five year reputation of 
Case loader/backhoes is something you can 
rely on when its time to trade or sell. No loader/ 
backhoe holds its value as well as our 580. 

All-purpose maneuverability. Maximum service- 
ability. High resale value. These are just three of 
the reasons you can't afford to pass up a Case. 

Give yourself the competitive edge that comes 
only with a Case. See your Case dealer today, or 
Balanced design. write: International Marketing, J | Case, 

All Case loader/backhoes have unitized main- Telex: 26-4425. 
frames that stand up to heavy shock loads and 
componentized power trains that let you remove JI Case 


A Tenneco Company 
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Nobody's friend 


Nissan sees new doors open as union strongman is ousted 


By Charles Smith in Tokyo 


J apan's second ranking — and in 
recent years problem-ridden — car 
manufacturer, Nissan Motor, may get a 
new lease of life following the spectacu- 
lar resignation late last month of Ichiro 
Shioji, the 59-year-old Harvard Busi- 
ness School graduage who ruled over the 
company trade union with an iron fist 
for nearly 24 years. 

At a meeting on 22 February of some 
580 delegates of the 230,000-strong 
union which had originally been con- 
vened to discuss wage demands, Shioji 
found himself faced with a near-unani- 
mous demand to step down, not only 
from his post as chairman of the Jidosha 
Roren (the Nissan group union), but 


also as the titular head of the Jidosha 


Soren, a larger but less-powerful or- 
ganisation which embraces unions af- 
filiated to other firms besides Nissan. 

Shioji at first appeared inclined to 
shrug off the request, but three days 
later announced his resignation from 
both posts. By doing so he seems to 
have lifted a weight off the minds of Nis- 
san's top management, which has been 
quietly campaigning for at least the past 
four years to get rid of what many top 
executives felt was a disruptive influ- 
ence on the company. 

Ordinary Nissan. workers probably 
have almost as much reason to celebrate 
the union boss's departure. Within the 
Jidosha Roren, Shioji appears to have 
been guilty of strong-arm tactics in en- 
forcing his views on the rank and file 
and in fixing election results. Shioji's 
lavish spending — on a private yacht re- 
puted to be worth ¥50 million 
(US$277,000) and on a fleet of luxury 
Nissan cars — also seems to have ac- 
corded oddly with his comparatively 
modest salary, though no one has 
suggested that he deliberately diverted 
union funds to private spending. 

Viewed from a still broader perspec- 
tive, Shioji’s departure may have influ- 
enced plans for the unification of the Ja- 
ec labour movement which had 

een making slow but steady progress 
ovér the past 18 months. On the 
strength of his position as the most-pow- 
erful union leader in the motor industry, 
Shioji had planned to stand for election 
in late 1986 as the chairman of the Japan 
Council of Trade Unions (Zenmin Rok- 
kyo); a new body which is planning to 
take over responsibility for coordinat- 
ing the activities of all the country's pri- 
vate-sector unions from four existing 
national gentres. Folllowing his, rather 
ignominious expulsion from the leader- 
ship of the Nissan union, he is unlikely 
now to be able to pursue this objective. 
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Shioji's decision to go quietly after a 
caucus of union delegates had de- 
manded his departure may have been 
due partly to the shock he apparently 
suffered on the day after the 22 Feb- 
ruary union meeting, when a popular 
magazine published a series of pictures 
allegedly showing him visiting his mis- 
tress’ house in a Tokyo suburb. How- 
ever, personal scandal was not the only 
problem in the collapse of what news- 
paper columnists long ago began calling 
the “Shioji Empire." 

As a former personnel officer of Nis- 
san who helped to break Marxist control 
over the company union, Shioji had a 
unique say in the running of Nissan dur- 
ing the 1960s and early 1970s, but he be- 


Shioji: demand to step down. 





came a controversial figure in the mid- 
1970s when he began regularly clashing 
with top management over strategic is- 
sues such as overseas investment pro- 
jects. In attempting to exercise veto 
power over Nissan's investment policies, 
Shioji claimed to be acting out of con- 
cern for the company's long-term pro- 
fitability, as well as for the rights of its 
Japanese workforce. Critics, however, 
alleged that the real issue was the extent 
of the chairman's personal power. 


Sg quarrelled with then Nissan 
president Takeshi Ishihara in 1982 
and 1983 over the company's decision to 
study the feasibility of making cars in 
Britain and only agreed to “authorise” 
tbe project after the original manage- 


ment proposal for a plant with an annual 
production capacity of 200,000 vehicles 
and had been modified to provide for a 
much more modest initial investment. 
When Ishihara moved up, in the sum- 
mer of 1985, to the less-powerful post of 
chairman, there were hopes that a truce 
might be negotiated between manage- 
ment and labour. However, Shioji again 
chose to confront management in the 
autumn of 1985 when he used his au- 
thority as union leader to prevent senior 
blue-collar workers from transferring to 
the company's dealer network. 

By blocking this move, Shioji appa- 
rently infuriated the new management 
which had hoped to use the transfer of 
production-line workers as a device for 
recouping some of the company's lost 
domestic market share. Apart from 
alienating management, the move also 
embarrassed administrative-level blue- 
collar union members who were placed 
in the awkward position of seeing their 
subordinates shifted to unpopular mar- 
keting jobs while they themselves had to 
insist on staying put — or face “discipli- 
nary" action from the union. 

Shioji’s supporters within the 
Jidosha Roren credit him with having 
played a major role in protecting work- 
ers from the effects of management’s 
enthusiasm for “automation at any 
price.” In the spring of 1982 he was in- 
strumental in forcing the company to 
sign a document guaranteeing that the 
union would be consulted before the in- 
troduction of any more industrial robots 
onto Nissan production lines — a move 
which marked a first for the industry 
and which set a precedent for other 
motor manufacturers. However, even 
over issues of production-line safety or 
job preservation, Shioji apears to have 
overstepped the limits of his authority. 

Production-line stoppages or slow- 
downs ordered by the union in the in- 
terests of safety are rumoured to have 
seriously disrupted efforts to get new 
Nissan models to the market on several 
occasions in the past few years. As with 
the job-transfer issue, this kind of 
strong-arm behaviour seems to have 
caused almost as much frustration to 
blue-collar workers and white-collar 
union members as to management. 

With Shioji out of the way, Nissan’s 
top management apparently hopes it 
can adopt a more-flexible style of man- 
agement, and a more-aggressive assault 
on some of the problems the company 
faces at home and abroad, than has 
been possible during the past few years. 
However, turning over a new leaf may 
prove harder than some imagine. 
Shioji’s departure has clearly left be- 
hind a power vacuum in the Jidosha 
Roren — besides dramatising the exist- 
ence of serious rifts among groups 
within the company. Repairing the 
damage done by this situation could 
prove an even bigger challenge for Nis- 
san than taking on Toyota in the domes- 
tic Japanese market-place. 
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-. Ata policy level, East Asian indus- 
3E trialisation has posed a major chal- 
lenge for the industrial bloc. At the top 
_ end of the market is the Japanese export 
. machine, in a range of hi-tech products, 
in addition to traditional exports such as 
_| cars. At the other end are the newly in- 
| dustrialised countries (NICs) and *near 
-| NICS," aggressively exporting labour- 
= | intensive manufacturers, and now be- 
| ginning to move up-market. 
= | The region's rapid industrialisation 
. poses no less of a challenge at the intel- 
.| lectual level. Put simply, industrial po- 
-| licy in many of these countries has not 
.| always conformed to orthodox econo- 
| mic prescriptions. All governments — 
| even Hongkong's — have intervened 
| extensively, both in the provision of 
| public goods and in a range of industry- 
| specific measures. 
| For instance, South Korean, espe- 
| cially, and Japanese industries have 
| been shielded from import competition. 
| Several of the Asean members have 
| very high levels of effective protection, 
| notto mention a plethora of other forms 
| of regulation. Even Singapore, with its 
i “open frontiers,” has a large public sec- 
| tor, not only in the housing and land 
| markets but also through the govern- 
| ments ownership of many large indus- 
.] trial corporations. 
| The reality of large and interven- 
| tionist governments in the region sits 
_ | uneasily alongside the traditional eco- 
.| nomic notion that the case for public in- 
| tervention is essentially restricted to the 
Bevin of public goods (such as de- 
| fence), to ownership of natural 
| monopolies, and to activities where ex- 
|| ternalities are present. 
| Since East Asia has industrialised so 
| rapidly, and not, apparently, according 
| to the orthodox prescriptions, has eco- 
| nomics got it all wrong? Do we need a 
_ | new theory of development, in place of 
Ñ | 
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the predominant neo-classical theory? 
= The superficially attractive answer, 
| based on the recent record, is yes. In 
| Asean, for example, there appears to be 
| astrong direct relationship between size 
of government and economic growth. 
' | Singapore has the largest government 
.| Sector, measured as government expen- 
| diture (including state-owned instru- 
| mentalities) and the best performance 
| since the 1960s. Conversely, the Philip- 
- pines has the smallest government sector 
| and the worst performance. In every 
. | East Asian country, except Singapore 
| and Hongkong, free trade — on the im- 
= | port side — is hardly a description of 
i reality, as amply testified by the dozens 


| of studies of effective protection. 
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Has planning really 
| helped Asia's NICs? 


Moreover, if economic markets are 
not working as they should, the “politi- 
cal markets" are alive and well. While 
economists discuss intervention in 
terms of the efficiency of resource allo- 
cation and economic growth, the reality 
of industrial policy is more often, in the 
words of one economist, “a response to 
the conflict between the market's allo- 
cation of resources and the values and 
objectives desired by the political sys- 
tem." 

Nowhere is the case for a firm gov- 
ernment hand better exemplified, it 
seems, than in the case of Japan. Japan- 
ese industrial policy, and especially the 
operations of the Ministry of Interna- 
tional Trade and Industry (Miti), holds 
a special fascination both in the West 
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and in developing market economies in 
East Asia. In the former, the issue is 
how to meet and cope with the *Japan- 
ese challenge." In the latter, admiration 
at Japan's success has led to concerted 
attempts at emulation. 

One manifestation has been slogans 
like the Look East policy. But, more im- 
portant, some elements of the Japanese 
model have reinforced the widespread 





Hal Hill is an economist at the Aus- 
tralian National University. His arti- 
cle draws on 1985's Pacific Trade 
and Development Conference or- 
ganised around the theme of in- 
dustrial policies for Pacific econo- 
mic growth. : 
















mistrust of market forces and a belief in 
the desirability of a strong, paternalistic 
government, sentiments held by many 
senior officials in the region. 

The operations of Miti, and bodies 
like it in other countries, lie at the heart 
of the debate over appropriate indus- 
trial strategies in the region. An influen- 
tial school of thought “sees Japan as em- 
bodying a state-guided, capitalist-deve- 
lopment system in which Miti and indus- 
trial policy have played a central role. In 
this view, government leadership has 
been the key to Japan's economic suc- 
cess, with business a willing follower.” 

The implications of this view for po- 
licy are profound. Instead of adopting a 
strategy of relying fundamentally on 
market signals to guide industrialisa- 
tion, this argument maintains that gov- 
ernments have to play the key role. 
Powerful, ably-staffed planning. agen- 
cies do not have to engage in socialis: 
style planning under this scenario. B: 
they do have to undertake long-term in- 
dicative planning, to anticipate likely 
future industrial trends, and to chart the 
course of private (and government) in- 
vestment accordingly. 


|: is impossible to overestimate the 
force of this argument in many de- 
veloping East Asian economies. This 
applies particularly to heavy industry. 
Practically all governments have at- 
tempted to force the pace of industriali- 
sation, from the ill-fated 11 major in- 
dustrial projects in the Philippines, to 
Minister of Research and Technology 
B. J. Habibie's bold programmes in 
Indonesia, and to the Heavy Industries 
Co. of Malaysia and its most illustrious 
off-spring, the Proton Saga. 

In all cases, the rationale for inter- 
vention is essentially similar: invoking 
dynamic comparative advantage argü- 
ments, it is argued that governmer*- 
have to anticipate — and guide — indu 
trial development. 

Does the Miti model, and interven- 
tions like it elsewhere, hold the key to 
East Asia's successful industrialisation? 
While high-quality indicative planning 
is an important element in a country’s 
progress, the answer is that such an ex- 
planation is only part — and perhaps 
just a small part — of the story. 

Whatever the longer-term dewelop- 
ment spin-offs of bold attempts to pro- 
mote heavy industry and “super-plan- 
ning” in the developing East Asian 
countries (and they may well be sub- 
stantial), it would be difficult to sustain 
the argument that they explain the re- 
gion’s rapid industrialisation since the 
1960s. In most cases, on the govern- 
ments’ own admissions, the projects 
cannot be expected to be financially via- 
ble im their early years of*operation. 
Other factors must therefore be behind 
the spectacular industrial success. - 
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Similarly, the high-level profes- 
sionalism of Miti notwithstanding, its 
track record in “picking winners" is by 
no means unblemished. No one, not 
even Miti, could have been expected to 
accurately forecast, in the early 1970s, 
trends in real oil prices in the next de- 
cade. In specific instances Miti appears 
to have backed the wrong horse. 

It is often overlooked by proponents 
of the Miti-style model that some pro- 
moted projects — aluminiuni smelting 
and petrochemicals to name just two — 
have been notably unsuccessful, and 
that some industries (such as motor- 
cycles and consumer electronics) suc- 
ceeded even thouglf they were not ear- 
marked for promotion. 

"Picking winners" is a path full of 
dangers, regardless of the government's 
competence and integrity. This is not to 
say that policymakers should not, along 
with the private sector, attempt to fore- 
cast future trends and rapidly dissemi- 
nate new ideas. But programmes which 
volve the outlay of huge amounts of 

overnment revenue, or which effec- 
tively insulate the home market from 
import competition for long periods, 
are an altogether different proposition. 
Such a strategy can succeed and has suc- 
ceeded in many instances. But, equally, 
the post-war experience, of developed 
and developing countries alike, is re- 
plete with very expensive failures. 
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€ Industry [in East Asian 
countries] has grown rapidly 
as much in spite of as because 
of high-level government 
intervention. 







For Southeast Asian policymakers, 
in particular, it might plausibly be ar- 
gued that a strategy of picking winners is 
easier for “follower” than for “leader” 
countries. Nevertheless, this hardly ex- 
plains why governments using public re- 
sources will do better than private firms 
using their own money. 


E there is no magic solution to rapid 
industrialisation, and if “super Mitis” 
are not the main answer, why has East 
Asia industrialised so quickly? 

The answer is that industry has 
grown rapidly as much in spite of as 
because of high-level government inter- 
vention and direction, and that success- 
ful cases of government intervention 
have generally been those in which pub- 
lic policy is market facilitating rather 
than market inhibiting. (This latter 
point goes a long way in explaining 
Singapore’s record of big government 
and rapid growth.) For all their rhetoric 
about planning, governments in the 
region, compared to most in the 
Third World, have succeeded in getting 
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the “fundamentals” for rapid growth 
right. 

The fundamentals in this context in- 
clude a wide variety of factors. Govern- 
ments have provided relatively good 
standards of law and order, and public 
administration. The macroeconomic- 
policy environment has been compara- 
tively stable and predictable in most 
cases, inflation has generally been kept 
under control, and realistic exchange 
and interest rates maintained. 

Also, there have been extensive in- 
vestments in public education and 
health, and in physical infrastructure. 
Most importantly, and despite some 
notable exceptions, governments have 
ensured a relatively open environment 
for the introduction of new ideas, new 
technologies and foreign capital. 

These factors explain much of the re- 
gion's well-deserved and spectacularly 
successful record. Heavy industry, high 
technology, privatisation, | "South- 
South trade" and a long list of other 
items in the current vocabulary of politi- 
cians may dominate the contemporary 
policy agenda. But "getting the funda- 
mentals right" will continue to be of 
prime importance, the more so in an un- 
certain international economic environ- 
ment. The challenge in the next decade 
or so will be to devise political structures 
which enable governments to continue 
to adhere to these fundamentals. u 
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B Bruce Roscoe in Singapore 


ost major Japanese construction 
Wcompanies operating in Singapore 
have paid little or no tax in the past de- 
cade, according to a study of the results 
of 10 J apanese construction companies 
by Singaporean tax consultants. — — 






















apore Contractors Association, 
ompares the financial results of the top 
anese contractors in Singapore 
ith "of 10 Singaporean contrac- 
rs from 1972-82. It also analyses spec- 
ically the accumulated losses of six of 
ie 10 Japanese contractors (Kajima, 
Kumagai Gumi,  Ohbayashi-Gumi, 
enta-Ocean, Sato-Kogyo and To- 
ishima). Of these six, four have not 
d any tax at all in Singapore since 
pening their branches. 
ecause Japanese construction com- 
' results are compared with the 
















































nies 
ults of t ax-paying local contractors, 








rns are hiding or disguising profits in 
rder to avoid taxes. A controversy 
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the frontier 


slowly North Korea opens 
ts borders to irade, 


Adrian ‘Buss 


he marked. improvement in North 
Korea’s relations with both China 
d the Soviet Union over the past three 
o four years is bearing fruit at the work- 
level, with measures to facilitate the 
novement of people and goods across 
h r common borders. 








Korea of transit facilities for Chinese 
nd Soviet goods through ports on its 
northeast coast, and the facilitation of 
local trade and people-to-people con- 
act along the long common border the 
North shares with China. 

The former type has been particu- 
arly visible. North Korea has always 
een in a position to offer speedy and ef- 
icient transit to points east for agricul- 
ural goods such as soyabeans produced 
in China's northeast because, as a le- 
:gacy of pre-World War II Japanese rule, 
the two countries' transport systems are 
'well-integrated. Thus, 





The study, commissioned by the 


Ye implication is that the Japanese con- 


EH The measures have generally been of | 


it has always - 
or China to -move pro- 


is it? 


Japanese building firms in Singapore pay little or no tax 


over tax would be helpful to the local 
contractors, who are going through a 
severe recession. Being small, they tend 
to resent foreigners monopolising the 
big jobs and as taxpayers, would like to 
be seen as more responsible than non- 
tax paying Japanese. Thus, parts of the 
consultants’ report were lea ed to local 
newspapers. 

However, the report does not prove 
that Japanese contractors are avoiding 
taxes. It suggests only the possibility 

that the head offices may be charging 
unreasonable expenses to the branches, 


and supp tying g machinery and materials. 


prices. The report notes, for 
that Kajima’s accumulated 


at inflate 
example, 


loss for the 10 years amounted to about . 
S$7 million (US$3.3 million) while ex- | 


penses transferred from head office for 
the same period reached $$27 million. 
Without this share of head office ex- 
penses, Kajima would have shown a 
taxable profit of $$20 million. 


But the report concedes it is impossi- | 


REVIEWMAP by Frank Tam 
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Chongjin. But agreements coverin g the 


| use of Chongjin in this manner were not 





reached until 1983. The move was evi- 
dently successful because in July 1985, 
expanding trade resulted in. 


convenient Tumen-Najin rail link. 


With the Soviet Union too, with 


which North Korea shares a narrow 
coastal strip of common border, there 





Be. "however, ‘the € WOU 
be little point in J apanese h 


comparing, t 


accounting f 
| akin to con 
oranges, but 


docs bch for ty the border d at Tumen to | 
the east coast ports of Najin and 


urther | 
agreement covering the use of the more. 


| one of its 
are indications of a rapid AERO s of}. ! 





shifting these to Singa orean branches, 
considering that the Singapore corpo- 


 fate-tax rate in most categories is about 


10 percentage points lower than Japan- 
ese rates. In any event, the double-tax- 
ation agreement - between Singapore 
and Japan allows the deduction of ex- 
penses against income earned by a 
Singapore branch. | : 
inci sd obgervers also suggest 
there are problems. with the report's 
method of presenting, and especially 
results of the Japanese 
al concerns. For one, 
1e profits of local 
lue of Japanese 
Tess pay- 






companies with loce 
the report comp: 
contractors with: the ; 
“work in progress” and “prog 
ment received." That, one Toky 





















all are given for Japanese contractors’ 


turnover. 


Further, for projects that take, say, 


-five or more years to complete, account- 


ants acknowledge that recognising pro- 
fit at each year is an extremely com- 
plicated task, and th full amount of 








railway traffic both for bilateral 
‘trade and transit trade. In the 
. planning sphere, North Korea 
: long ago announced its intention 
ur to see a. 10-fold i increase in com- 





dn its Geraleles. competition with | 
the dynamic South Korean re- 
gime. Moscow agreed not only to 
upgrade the North Korean air- 
force with two squadrons of 

MiG25 fighter jets but also.sur- 
face- to-air missiles, advar iced ructear 
energy technology, . and substantial 
trade and technological exchanges. In. 
return, the Soviet airforce has. gained l 








| new overflight rights. th rough North Ko- - 
rean airspace and 


Posi naval access | 





lations with. Mi inthe | constrated 
the new Soviet leadership's determina- 
t itself in the Racific by re- 










vitalising its ant alliance with 


















es and pay- 
fit can disappear 


oir ignored by the re- 
w of Japanese company 











S are t articipating in contracts 
awarded to. Japanes general contrac- 
tors, thus )ort-term. profit 

| he long-term 
> prime contractor 
“H is virtually im- 
othe results of such 




















‘act, examining which com- 
won: which segment of that 
ct, and comparing also the com- 
p pletion time. This the report does not do. 
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Total. 


Years 
Prones 


Kumagai Gumi : 


| : | Penta-Ocean 
d | Sato Kogyo 
Tobishima 


king that his new opening to Moscow 
would not come at China's expense. 

To balance rapprochement with 
Moscow, Kim underlined further his 
commitment to a peaceful dialogue with 
Seoul and opening to the capitalist 
West: two policies urged upon North 
Korea by the Chinese. 

In 1984, Moscow put the number of 
Soviet technicians working in North 
Korea, mainly in the northeast coast in- 
dustrial region, at 5,000 — a consider- 





p io the electrification of the rail link 


Soviet border, a move that is expected 
to double the capacity of the line and 
which, incidentally, will also benefit the 

. Chinese transit trade since for most of 
its length the line is linked with the 
Chinese network. 


= ojlowing Kim's visit, further agree- 

"ments were concluded during For- 
eign Minister Kim Yong Nam's April 
1985 visit to Moscow. The most impor- 
tant of these were a border-transit 
agreement and a consular agreement, 
believed to involve the upgrading of re- 
spective missions in Nakhodka and 
Chongjin in line with the substantial in- 
a lese movement between 










"type of con- 


xtent to which local con- | 


vithout breaking down. 


^5le rise on previous available figures. | 
iso in 1984, the North Koreans com- 


om the ice-free port of Najin to the | 









North Korea and the long-established 
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since it is believed to be the first major 
| new crossing completed in many years, 


in Malaysia and consequently paid 
no tax) says Singapore serves primarily 
as a regional intelligence-gathering 
base. | z | d- 


K ume gai takes the view that loss- 
making operations present two op- 





tions: pull out, or stay and try to do bet- 


ter. It also makes the point that it is in 
Asia for the long haul, and by the busi- 
ness clock of a huge Japanese corpora- 


. tion, 10 years is not a long time. Execu- 


tives are not pressured for performance 


‘thei Asiam operations in Siigapore L 
Kumagai Gumi, one of the companies 
under study. (which also. has record- 
ed losses for the past several years | 


in the first, or. even fourth, year of a 


start-up operation. 


E TAX PROFILE — 


ue accumulated 
| nei 
Years os 
losses 
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18, 310 
3,142 
34,060 
46,514 
16,350 
2,168 


in mutual self-interest because not only 


do both border areas share a legacy of 


development as one economic unit 
under the Japanese, but they also share 
abiding economic problems of sparse 
population, poor communications, rug- 


ged terrain and harsh climate. More- 
over, personal and family ties between 


Korean communities in Jilin (1.1 mil- 


lion) and Heilongjiang (430,000) persist | 
despite North Korea’s long period of 4. 


self-imposed isolation, a period often 
characterised by suspicion and even 
open hostility across the border. By 
contrast, the once-substantial Soviet 
Korean community in the Soviet Far 


East is now virtually non-existent as a- 


result of mass relocation to Central Asia 
during the 1930s. 

The current spate of border contacts 
with China essentially dates from the 
conclusion of a border-trade agreement 
in February 1982 and was itself a pro- 
duct of the formal rapprochement be- 
tween the two countries after years of 
post-Mao strains in their relations. In 
1984, this led to the institution of a spe- 
cial border- -pass system that could be 
used in place of full immigration for- 

malities; in April 1985, a frequent cross- 
border bus service between Namyang 
and Tumen was inaugurated, and in Oc- 
tober last year a new road bridge was 
completed at Hyesan in the upper Yalu. 
The bridge is especially noteworthy 
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.such as those i in Singapore are 


to upset local contractors, K 


| study ce i 


„can answer. 


a. in Pyongyang’ S “Ges 


economic ties with C hina and the Sovie 
















ferred alternative to subsidiarie 

losses cannot be written off ag 

head-office profits. | 
Although the question of tax app 
















the matter has not been raise 
pore tax authorities. The. reason 
be that Singapore considers ita 
bad deal to have 29 Jap nese con: 
tion companies at each others' thro 
over prices, making losses year af 
year in the city. It may represent 
dumping of services, but it also me 
Singapore is probably getting the b 
job donc projects for wh 
only international contractor 
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t.o of. the. Singapore 
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‘and this counters the trend of spl 
that had seen the 13 pre-Ko: 
rail and road crossings reduced: 


Kore 









While such memes e 


ngs 
with its neighbours. Economic self-in- 
terest and the need to develop closer 


























the. border: trandit. asrécmebte 
has still taken many years. The 
sures to increase cross-border. f 
with China illustrate the glacially si 
pace at which the North habitual 
moves where decisions have internal « 
cial ramifications. In this case, - 
panded contact with fellow Koreans. 
ing in China, which by comparison 
far more liberal politics and a far t 
consumer-oriented economy, was no 
consequence to be faced lightly, eve 
the measures did involve only a few p 
ple in a remote region. 

Finaly, it remains to be obse 
that the agreements with both Ch 
and the Soviet Union are a result o 
flow-on from broader political unde 
standings reached at the leadershi 
level. Not surprisinglv, this is preci 
Pyongyang's preferred model 
negotiation with South Korea, a 
which hardly seems likely to bea 
fruit if the slow pace and limited re 
of the Chinese and Soviet negoti 
are to be taken as guides. 
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China Year-Book 1985 . 
; All the information on China you'll ever need in a single volume . . . 


The People's Republic of China Year-Book 1985 is without 
doubt the single most complete reference work ever 
produced about China. Its contents range from the land 
and its people to business, economics, finance, culture, 
education, politics, science and technology. and countless 
other subjects. 


What is it? 

The result of thousands of man-hours, the People's 
Republic of China Year-Book 1985 was written and edited 
by The New China News Ltd., a group of dedicated 
professionals who know China intimately. The result is a 
book of unmatched breadth and depth. 


Who needs it? 

Completely indexed, the People's Republic of China 
Year-Book 1985 places thousands of facts and bits of 
information at your immediate disposal. The book is 
essential to businessmen, financiers, students, professors 
and virtually anyone with a need to know ora keen interest 
in China of today. Liberal use of charts, maps, tables and 
colour photos makes the book enjoyable as well as 
informative reading. 


How to get it? 

Order your copy(s) now by simply completing the coupon 
below and returning it together with the indicated payment 
of US$84.95 (or the equivalent in local currency) to the 


indicated address. 
Hard Cover 780 pages 





Clip and mail this coupon today! Send to: 


Circulation Manager, Far Eastern Economic Review, G.P.O. Box 160, Hong Kong. 


Flease send ..4..:... copy(s) of The People's Republic of China Year-Book 1985 for which I enclose 
US$84.95 per copy. For surface mail delivery add US$10, for airmail delivery add US$25. 


Sendto: Name: 





Address: 





Type of Business: 


Title: E i 





You may forward payment in equivalent lócal currency. 
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at mixed blessings 


A weaker US dollar and cheaper oil bring Europe some relief 


By Shada Islam in Brussels 


he EEC's initial jubilation at the 

rapidly declining US dollar and 
tumbling oil prices is being rapidly re- 
placed by a more cautious attitude. 
EE€ economists admit that the com- 
bined effects of a cheaper dollar and 
lower oil prices Will be to boost 
Europe's flagging. economies in a 
number of crucial sectors. 

Latest EEC economic forecasts 
point to an 8% cut in Europe’s import 
bill, working out to a 2.5% drop in con- 
sumer prices. Overall, Europe is ex- 
pected to save about US$50 billion in 
1986. This will translate into a 2.8% 

‘oss domestic product growth, bring- 

g a spurt of investment after years of 
stagnation. 

But these advantages could be offset 
by a decline in European exports to the 
US and the Middle East, and a sudden 
surge in “low-cost” imports from Asia. 

Cries of alarm at an expected "flood" 
of Asian exports to Europe, as the de- 
clining dollar and increased protec- 
tionism make the US market less attrac- 
tive, have already been issued by 
Europe's powerful textile sector. Other 
industries, including the footwear, steel 
and consumer-electronic sectors, are 
expected to express similar concerns in 
the weeks ahead. 

“The drastic fall in the dollar in rela- 
tion to most of the European currencies 
has already had a negative effect on the 
external trade of the EEC's textile in- 
dustry," argues the Confederation of 

European Textile Manufacturers, Com- 
textile. Comtextile claims that its ex- 

yrts to the US — “the most dynamic |! 

ctor in the economic situation of the 
European textile industry in recent 
. years" — began to run out of steam in 
the last quarter of 1985. 

At the same time, warns Comtextile, 
Furope should brace itself for "a strong 
recovery in deliveries of textiles from 
countries invoicing in dollars or whose 
currencies are linked to that of the US, 
in particular the Southeast Asian coun- 
triese” 

EEC officials admit privately that 
while European leaders complained 
vociferously about the dollar’s unpre- 
cedented rise during the past three 
years, the strong dollar actually helped 
several export-oriented European in- 
dustries to climb out of the doldrums by 
making their goods more competitive 
on American markets. 

At the same time it provided a res- 
pite to several ailing European idus- 
trial sectors. While Third World export- 
ers stepped up their sales on the US 
market from US$108 billion in 1982 to 
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US$127 billion in 1984, their exports to 
the EEC declined from US$126 billion 
in 1982 to US$107 billion in 1984. “Our 
industries were offered an unexpected 
breathing space while the US import 
market was booming,” says an EEC 
economist. “They know that this is now 
coming to an end." - 

Recent EEC forecasts point to a 6% 
increase in European imports in 1986, 
higher than the expected 4.5% increase 
expected in overall world imports. But 
prospects for EEC exporters are 
bleaker. Sales of European goods on 
foreign markets are expected to in- 
crease by a more moderate 3%, com- 


Thai textiles: - pressure from Europe. 





pared to a 4.5% expansion in world ex- 
ports. 

In particular, European exports are 
expected to hurt in the US where Euro- 
pean products are now more expensive, 
and in the Middle East where falling oil 
revenues are beginning to curb con- 
sumer appetite for European products. 
Nor do EEC economists see any 
chances of improving the community’s 
export performance in either Third 
World or East European markets. 
££ "T" he combination of falling exports 
and increasing imports always 
means a rise in protectionist pressures, 
says an EEC official. “But we hope the 
EEC governments that complained so 
loudly at the rise in US protectionism 
will adopt a more reasonable and cohe- 
rent stance now that the tables have 
turned." | 
* But, not all European governments 


-are EE to take such a Wen 
approach. This is particularly true for p 
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anrop s more protectionist-minded | 
members. The decline in competitive- | 
ness of European products in the US - P. 
will hit industries producing textiles, - 
footwear and wine — products which - 
are traditionally exported by France, — | 
Italy, Spain and Portugal. “The fall in. 
export earnings will not make for more © 
open- -trade policies .in- any of thes $ | 
countries,” predicts an EEC trade ex- 
ert ES 
On the other harid, most European | | 
exporters of up- -market goods do ney 
seem worried that the dollar's drop is — 
making their goods more expensive in | 
the US. Most large West German car | ‘ 
manufacturers, for instance, say that 
they piled up enough profits when the - M. 
dollar was soaring against European | 
currencies to adopt a more patient at- . | 
titude now that prices of foreign goods | 
are increasing in the US. if 
Europe’s expected protectionist _ | 
fever will be exacerbated bya 
continued Japanese export | 
onslaught on EEC markets. 
EEC officials stress that while | 
the yen has risen against the | ay 
dollar, its vaiue against most — 
European currencies remains - 
stable. "Japan has lost its 
competitive edge in Ameri- _ p. 
can markets but not in the | 
EEC,” said an economist. ‘sof 
we don’t really expect a de- - 3 
cline in Japanese exports to | 
Europe." Since imports from | 
other Asian nations, includ- - a 
ing Hongkong, China and the 
Asean members are also ex- M 
pected to increase, protec- | 
tionist pressures in Europe 
could reach an unpre- a 
cedented pitchin1986. — 1 
Europe’s cheer at the dol- 
lar-oil slump is also souring 3 
fast as reports of increased - 
farm spending begin to come - 
in. Farm specialists say that — 
the falling dollar will add an estimated - 3l 
US$1.4 billion to the EEC'sannualfarm | 
budget in 1986. The EECis committed to - 
paying its farmers the difference between 
world market prices, denominated in dol- _ 
lars, and its own high, guaranteed do- | 
mestic prices. Since September, the dol- : 
lar's fall has forced the community to | 
shell out an estimated US$950 million to — | 
bridge the gap. Each further drop of 1% | 
in the dollar's value will cost it between | 
US$71 million and US$95 million. | 
Nor do economists foresee any 
major cutbacks in Europe's dole |. 
queues and subsequently any lessening i 
of protectionist pressure from trade |. 
unions. Despite the general economic 
upturn, unemployment in the EEC is 
expected to remain stubbornly high, at 
around 11%. These figures do not in- 
clude the 2 million jobless in Spain and. | 
Portugal, which joined the EEC in | 
January 1986. = | 
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| © WHEN Shroff dropped into Char- 
- lie's Bar at Peking's Jianguo Hotel about 
| a year ago (SHROFF, 10 Jan. '85) it was 
hard to get an elbow on the bar, partly 
| because of the press of bankers consol- 
. ing themselves over the lack of business 
| — and partly because they were virtual 
| ones of the Jianguo with so little of- 
. fice space available elsewhere in Pe- 
| king. Things are changing. 

= Nowadays, the job of servicing 
foreign customers interested in invest- 
ing or trading with China involves 
| rather more work. There are still plenty 
| of what Joseph Chan of the Canadian 
| Imperial Bank of Commerce calls 
. “vacationers” — customers who visit 
| China without doing much homework. 
| But many who do come are actually 
. Close to signing deals with China. 

__ Competition is intense. There are 75 
banks listed in Peking alone — the 
. largest number among them (22) being 


American (seven each). The Chinese 
know they are being courted by banks 
from around the world so they can af- 
ford to be difficult. Under-cutting by 
Japanese banks makes life even more 
‘difficult. As a result, “Chinese requests 
for sub-Libor rate are going round like 
flu," complained a French banker. 

|. Bankers do not seem over-worried 
that China's 1986 policy of economic 
| consolidation is going to affect them ad- 
= versely. On the contrary, it means they 
| can concentrate on those capital-inten- 
| sive sectors the government has iden- 
| tified — energy, non-ferrous metals, 
| transport and communications — in- 
| stead of shooting off in all directions as 
| in the past. Bankers note that, even 
though China is consolidating, it is still 
'seeking growth in real terms. The cake 
is bigger, though the dough may be ris- 
ing slower. The Chinese are being more 
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| Some banks justify their Peking pre- 


| related loans and costs. Canadian Impe- 
| rial, for instance, has succeeded in pro- 
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viding many loans to property develop- 
ment in China as well as a brewery in the 
Zhuhai Special Economic Zone near 
Macau. Banks' offices in Peking are 
viewed as cost rather than profit centres. 

Since the mid-1985 opening of the 
China International Trust and Invest- 
ment Corp. (Citic) office-cum-apart- 
ment block (located between the 
Friendship Store and the International 
Club), 27 banks have moved there, 
leaving only 12 in the Jianguo's *Wall 
Street." Apart from offering more 
space and privacy and a more profes- 
sional environment, Citic is also 
cheaper than the Jianguo: its US$36- 
37.50/m2 compares favourably with the 
Jianguo's US$69/m? — which is expect- 
ed to spiral further upwards soon. 

Many that are still located in hotels, 

including the Peking Hotel and Minzu, 
are scheduled to move into Noble 
Tower across the road from Citic by the 
end of this year. Rents will be about 
US$35/m? a month. But Noble Tower is 
already fully booked. At least one Swiss 
bank will have to continue to work from 
the Jianguo in 1987. Some bankers have 
also seen a marked improvement in 
their living standards by moving out to 
the Lido apartments (adjacent to the 
Lido Hotel). Despite monthly rents of 
US$6,300, there is already a waiting list 
for more apartments which are bein 
added. “We have come to Peking to suf- 
fer,” says one European banker. “All of 
us are suffering here because, where 
else is there to go? Latin America?” 
@ CITIC may be applying a little less 
squeeze on foreign banks in Peking than 
other organisations, but it has squeezed 
a pretty good deal out of the Hongkong 
Government over the Ka Wah Bank. 
Citic is apparently acquiring 9596 
(excluding preference shares) of Ka 
Wah, with the government's official Ex- 
change Fund standing ready to guaran- 
tee any bad debts which Ka Wah is 
found to have. 

In the process, the Hongkong Gov- 
ernment has ridden roughshod over the 
interests of those who own the Ex- 
change Fund reserves — the public — 
and over any pretence at open markets. 
Among other things, Shroff's offer to 
bid for Ka Wah if given the same “heads 
I win, tails you lose” deal as Citic, has 
been ignored. So too have demands that 
the government account for the use of 
the Exchange Fund to help a private 
company, a process that, despite de- 
nials, goes back to mid-1985. 

Interesting, too, how a government 
supposed to be in the process of improv- 
ing bank reporting and responsibilit 
(page 116) and tightening up mE ond 
company reporting requirements, itself 
behaved, and allowed the management 
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of Ka Wah to behave, as though they 
had no responsibility to anyone. 

In a way, Shroff feels sorry for the 
outside shareholders in Ka Wah, whose 
shares under the Citic scheme are to be 
written down to a twentieth of their 
nominal value and a thirtieth of their 
high for the past year. After all, it was 
this same government which assured in 
mid-1985 that all wąs well at Ka Wah : 
when it (and Shroff) knew it was not. 
However, all existing shareholders will 
get something. Without the guarantee, : 
they would get nothing. 

And that even includes the Low 
brothers, business partners of Tan 
Koon Swan and the late Chang Ming 
Thien. The Lows' lack of acumen (to 
put it mildly) brought Ka Wah to its 
present condition. The government is in 
effect not only handing money to Citic, 
but also to the Lows — in return for a 
balance sheet whose obscurities are 
such that no one dare put a figure on 
losses. Apparently, these Lows have 
somehow accumulated enough guanxi 
(connections) in both Peking and Hong- 
kong not to be treated in the same man- 
ner as their erstwhile friends at Over- 
seas Trust Bank and Hang Lung. 
€ MEANWHILE, Citic may be bene- 
fitting indirectly from the Singapore 
Government too, as the wevovrosovce 
Development Bank of 
Singapore (DBS) has 
moved to take control of 
Great Pacific Finance 
(GPF), the large Singa- 
pore finance company 
owned 30% by Ka Wah 
and 27% by the Lows. In 
this way Citic has been 
saved from having to 
prop up an associate, and 
the Monetary Authority 
of Singapore has been 
saved from the headache 
of nursing a compen 
deep into property lend- 
ing through troubled 
times. 

One wonders why the 
Hongkong Government 
could not have used one 
of its banks for the same 
pepee rather than 

anding out gifts to Citic | 
et al. Of course, share- |p 
holders in DBS might 
wonder whether taking over GPF is in 
their interest, as distinct from the in- 
terests of "stability" in Singapore. But 
at least DBS has a good idea what is in 
GPF — apart from some over-priced 
properges No one in Citic or tpe Hong- 
kong Government seems to know how 
much of a mess the Lows have be- 
queathed. 


























Look what came to light at 
FOODMAKER, INC. in the USA. 
Philips’ new-generation PL' 
and SL* lamps were installed 
in each of its 750 Jack-in-the-Box E 
nergy cost 
restaurants. comparison 
Original lighting levels and 
quality were maintained. 
Yet lighting energy costs were 
reduced immediately... by nearly 
73%. From US$ 380,000 per year 
to US$ 103,000. That’s a saving of 
US$ 277,000... Every year! 
Moreover, as these new- 
generation lamps will last 5 times 
longer, lamp maintenance costs 
are also significantly reduced. 


Actual 
energy 
saving 

S 277,000 





So you see, there are more 
benefits in better lighting than 
meet the eye. 

The many advantages that 
modern lighting offers are des- 
cribed in the Philips’ booklet "The 
Benefits of Better Lighting’. 


Write for your free copy to: 
Philips International BV, Marketing 
Services Lighting Division 
EC2/FRO1, 5600 MD Eindhoven, 
The Netherlands. 


Lighting Leadership Worldwide. 


EN PHILIPS 





n a centralized telecommunications network. rural 

areas could mean problems. 

Because the small rural exchanges are normally 
dependent on the metropolitan centers. All trans- 
mission paths run to and from outlying areas to the 
central exchange. If one of these paths is cut off. the 
rural communications system breaks down. Vulner- 
ability is thus built into the system. 

Centralized systems also suffer from high capital 
costs. Because delivered capacity is usually greater 
than actual needs. 

The Nokia Telecommunications concept is com- 
pletely different. 


Our systems are decentralized, so that even a small 
rural exchange operates independently. It continues 
to function even if it's completely cut off from the 
metropolitan exchange. Maximum reliability is built 
into every Nokia system. 

State-of-the-art digital technology makes Nokia 
rural networks extremely cost-effective. And you 
don't need a special operating environment. A Nokia 
DX 200 digital exchange can be installed in a con- 
tainer! 

What's more, our systems are highly compatible. 
There's no need to remove your existing equipment. 

Nokia networks are built for eontrolled growth. 


We will get you 





Start with the system you need today, and expand it 
as conditions change. The system grows to fit your 
needs—not vice versa. 


WHO IS NOKIA? 


We're a Fortune 500 company and one of the leading 
industrial groups in Scandinavia. Nokia employs 
20,000 people worldwide and has an annual turn- 
over of USD 2.2 billion. 

Our state-of-the-art expertise ranges from infor- 
mation systems and dedicated networks to public 
and mobile telephone systems. 

We pioneered digital transmission in the late 


1960s, and in 1982 we installed the first fully digital 
local exchange in Europe. 

Our customers have specific problems that 
demand specific solutions. Like the systems we ve 
designed over the past two decades in more than 35 
countries, including Hong Kong, Singapore, Indonesia. 
Australia and the People’s Republic of China. 

So if telecommunications is one of your top 


priorities, give us a call. We've got the answer. 
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hat takes you to extremes. 


While you relax during your next jetliner trip, spare 
a thought for the stress that the engines have to endure. For 
take-off, rotational speed can be 800 revs/second. 

Just as higher and higher velocities are constantly 
being reached, environmental factors are stipulating lower 
fuel consumption and noise levels. The last decade has seen 
a 50% rise in rotational speed — with drops in fuel usage 
of the same order. And the quest continues. 

One of the most safety-critical components in aero 
engines is the bearing. Demanding utter dependability to 
withstand the conditions, its task is further complicated 
by direct contact with hostile combustion fumes. And 
at temperatures of some 500°C, it's simply too hot for 
conventional lubricants. Till recently this proved a near 
impossible set of constraints. But our R&D people 
overcame them. 

As world demand poses ever tougher problems in 
the aerospace industry, SKF provides ever more accom- 
plished solutions. Lighter, smaller bearings that rotate 
faster with less friction; that give lower noise levels, and 
work in higher temperatures. In every way, SKF is taking 
bearing technology to new extremes of achievement. 





Down to the micro-world of the bearing 


achieving ever higher speeds on less fuel... Our search for new answers takes us deep into the 
micro-universe of the bearing - where micro-changes of a 
10,000th of a millimetre are now common-place. And new 
bearing designs can yield energy savings of up to 80%. 

For this, high standards of metal-working precision 
are required — and ‘near-absolute’ accuracy has to be main- 
tained from steel purity through computerised design to 
application. 

Now, by harmonising new theory with the reality of 
new technologies we have shown how bearing life - and 
reliability- can be prolonged nigh on indefinitely. 

75 years of close customer co-operation has given 
us the expertise to create a virtually boundless programme 
of ball, cylindrical, taper and spherical roller bearing types 
in some 25,000 variants. From miniatures weighing three 
hundredths of a gramme to giants weighing 500 million 
times more. Assuring our customers worldwide of the exact 
bearing for every application. And ultimate reliability. 

Like a jetliner, we will always rise to the occasion. 
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and precision measured to 1/10,000 mm. 





FarEastern Economic 


The Far Eastern Eco- 
nomic Review is now 
publishing a quarter- 
ly index which details 
by country and date 
everything that has ap- 
peared in the Review. 
The index is available 
on a quarterly basis. 
Subscribe now and 
each quarterly index 
will be sent to you 
automatically as soon 
as it becomes avail- 
able. A vital research 
tool, the Review in- 
dex will save hours 
of needless search- 
ing for information. 
ORDER- YOURS . TO- 
DAY! Only HK$175 
(US$25) for 4 quar- 
terly issues. Just com- 
plete the coupon 
below and send with 
your payment. 


































The Circulation Department, 
Far Eastern Economic Review, 
GPO Box 160, Hongkong. 


Please send my order for the 
Far Eastern Economic Review 
QUARTERLY INDEX. / enclose 
HK$175 (or its equivalent in local 
currency) in payment. 











Name 
Address 






Nixdorf bank 


anking is a very complicated 
business, because it is really 
several businesses: 

It is international. It is local. It is 
retail. It is wholesale. It is unique 
and highly specialized. It is routine 
and repetitive. It involves huge 
transactions. It involves tiny trans- 
actions. Banks are open during 
the day. Yet customers expect a 
24-hour service. To serve all of its 
markets, a bank needs many de- 








ut 
self-service terminal 


partments, filled with extremely 
skilled people. And it must pro- 
cess thousands of transactions 
every day, with maximum speed, 
accuracy and efficiency. 

Because banking cannot be 
profitable otherwise. 

To meet this challenge, banks 
the world over have tu[ned to 
Nixdorf's bankware: a unique ! 
combination of hardware and 
software designed specifically 


ware does it all at once 


universal service point with ATS — automatic teller safe 


to meet a bank's myriad needs. 
Bankware can operate as a total 
stand-alone system for a single 
bank branch which reports to a 
headquarters, or it can support an 
international network with various 
host systems. 

It offers unique solutions, and 
provides ipcomparable back-up 
facilities when needed. 

It can access and communi- 
cate with external information 


services, such as the stock 
exchange and interactive 
videotex. 
In short, bankware can do it all. 
So you don't have to do it the 
hard way. 
Nixdorf Computer (S) Pte. Ltd. 
Regional Office Asia Pacific 
3- 07-01 NOL Building 
456 Alexandra Road 
Singapore 0511 - Tel.: 2 74 1100 
Telex: RS 55700 NIXREG 
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Australia, Tel. (02) 4 39 54 77; Hong Kong, Tel. (05) 20 22 22 
Indonesia, Tel. (021) 380 09 00; Japan, Tel. (03) 4 40 03 51 
Korea, Tel. (02) 7 35 01 31; Malaysia, Tel. (03) 6 26 03 62 
New Zealand, Tel. (09) 39 98 66; Singapore, Tel. 2 74 11 00 
Sri Lanka, Tel. (01) 57 55 45; Thailand, Tel. (02) 2 36 72 93 
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Let's look at some numbers. 
A 46 editors and reporters, 





for a start. 


1l special. correspondents and 
scores of contributors, the largest. 








publication in Asia. 
297,000 readers each week, a 








Er three- fold increase since > 1975. 
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udience in the past year. 


only in the right numbers. 
And our advertisers know that 
when the Review speaks, the right 


A people listen. 
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Unparalleled influence in Asia. 
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2591 pages from advertisers o ae 
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Just push the button. The new Nikon L35AD2's eleven automatic 
features make every shot a winning shot. 

“Autofocus and auto exposure for picture perfection. Auto 
pop-up flash, auto flash exposure and auto shutter lock to 
make sure you're never caught in the dark. 

Auto film speed set, auto film loading and auto film 
advange keep you ready for every shot. Plus auto film rewind and 
auto film rewind stop to close the game in winning style. 

Open the auto ready lens cover and the camera turns on; close 
and it protects your fine Nikon optical glass lens. 

With eleven unbeatable auto features plus Quartz 
Clock & Calendar that let you imprint date or time 
on your photos, the new Nikon L35AD2 makes win- 
ning photography easier than you ever imagined. 


NIPPON KOGA K.K. Fuji Bldg., 2-3, Marunouchi 3-chome, Chiyoda-ku, Tokyo 100, Japan 


LIGB. he CPCATIVE 


to financial needs. 





At LICB we're one of the world’s leading international banks 
because we specialize in looking at business creatively. It took 
imagination and experience to build a bank with vision. And now that 
vision will work for you. 
If you need creative international financing, project financing, 
guarantees, foreign exchange services including swap arrangements, 
then call us. 
It's not just our job to solve your financial needs creatively, it's 
why we're here. s 


We create financial futures. 


The Long-Term Credit Bank of Japan, Ltd. 

Head Office & International Banking Group: Otemachi, Tokyo, Japan Tel: 211-5111 Telex: J24308 
él | London Branch: 18 King William Street, London ECAN 7BR, U.K. Tel: 623-9511 Telex: 885305 New York 

Branch: 140 Broadway, New York, NY. 10005, U.S.A. Tel: (212) 248-2000 Telex: 425722 Los Angeles Agency: 

444 South Flower Street, Suite 3700. Los Angeles, California 90071, US.A. Tel (213) 629-5777 

Hong Kong Branch: 45th Floor, Far East Finance Cerftre, 16 Harcourt Road, Hong Rong Tel: 5-285670 

Telex: 76295 Singapore Branch: 65 Chulia Street. # 32-01, OCBC Centre, Singapore 0104, Singapore 


Tel: 919633 Telex: 23813 

Frankfurt, Paris, Bahrain, Toronto, Chicago, Dallas, Mexico City, Panama, Sáo Paulo, Rio de Janeiro, 
Beijing, Shanghai, Guangzhou, Bangkok, Kuala Lumpur, Jakarta, Sydney, Melbourne 

LTCB International Ltd. (London), Nsppon European Bank S.A. (Bruxelles) LTCB (Schweiz) 
AG (Zurich), LTCB Trust Co. (New York), «CB Asia Ltd. (Hong Kong), LTCB Australia Ltd. (Sydney) 
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The Carrian connection 


A Malaysian bank's links to a collapsed Hongkong empire 


By Robert Cottrell in Kuala Lumpur 


Malaysian committee of inquiry 

into loan losses made by Bumiputra 
Malaysia Finance (BMF), the Hong- 
kong subsidiary of the state-owned 
Bank Bumiputra Malaysia (BBM), says 
that BMF lent almost US$1 billion 
to Hongkong’s now-bankrupt Carrian 
group without adequate security or 
documentation; witout proper super- 
vision from the parent bank, and with 
an “inconceivable” disregard ‘for Car- 
rian’s deteriorating capacity to make re- 
payments. 

The committee, headed by Auditor- 
General Tan Sri Dato’ Ahmad Noordin 
Zakaria, cites witnesses who say that 
Carrian’s two biggest transactions, the 

cquisition of a Hongkong office block 

nd an international shipping fleet, 
were undertaken with the knowledge or 
encouragement of two Malaysian 
cabinet ministers, Trade and Industry 
Minister (formerly finance minister) 
Tengku Razaleigh Hamzah, and Dep- 
uty Prime Minister Datuk Musa Hitam. 

The Noordin report also says that 
Nawawi Mat Awin, then-chairman of 
BBM, briefed Malaysian Prime Minis- 
ter Datuk Seri Mahathir Mohamad 
about BMF’s problems on two occa- 
sions, in November 1982 and January 
1983. A parliamentary White Paper 
published simultaneously with the 
Noordin report on 11 March includes 
statements from Razaleigh and Musa, 
denying the roles attributed to them in 
the report, and a letter from Mahathir 
stating that the briefings were routine, 
general in nature, and did not imply the 
need for his involvement in follow-up 
measures. 

The report says that Bank Negara 

N, the central bank) was “ineffec- 
uve” in its monitoring of BBM and 
BMF. It says that a Bank Negara inspec- 
tion of BMF in June 1982 revealed “seri- 
ous defects in the management and con- 
trol of BMF,” but took no apparent 
steps to remove the people responsible. 
“In our opinion,” says the committee in 
a special brief annexed to its main re- 
port, “if Bank Negara had intervened 
aftes it had completed the inspection, it 
could have been in a position to prevent 
further releases to Carrian.” The an- 
nexed brief says a BBM committee set 
up to supervise BMF in November 
1982, after an internal audit, was “to say 
the least, a farce.” 

“We have asked ourselves,” says the 
committee, “whether those responsible 
in BBM, BMF and their auditors were 
dishonest or naive. We are of the view 
that some*who were directly invoWved in 
approving and disbursing the loans 


FAR EASTERN ECONOMIC REVIEW @ 20 MARCH 1986 


acted dishonestly and accepted bribes at 
the expense of BBM and the public. We 
consider that others were naive; they . . . 
believed implicitly that HSBC (Hong- 
kong and Shanghai Banking Corp., 
another big lender to Carrian) would 
never allow Carrian to collapse." 

The Noordin report has not been 
published with the absolute parliamen- 
tary privilege which would protect its 
publishers from any libel action. Hong- 
kong media have been warned by the 
territory's attorney-general that the 
publication of details of the report may 
result in prosecution for contempt of 
court, since much of the report discusses 
transactions in connection with which 


Noordin: without privilege. 





George Tan Soon-gin, Carrian's former 
chairman, and five associates, are now 
standing trial there charged with conspi- 
racy to defraud. 


oordin says that BMF was able to 

lend so much money to Tan and his 
companies partly because of weaknes- 
ses in BBM's control structure. BMF, as 
a subsidiary of BBM, processed its own 
loans and performed its own credit as- 
sessments; but when it came to raising 
money, BMF behaved like a branch of 
BBM, obtaining transfers with mini- 
mum formality from other BBM 
branches around the world. Through- 
out most of its relationship with Car- 
rian, BMF had just two executive direc- 
tors, Lorrain Osman and Dato 





J j F3 = = 
Mohamed Hashim Shamsuddin, and 
one alternate director, Rais Saniman. It 
supplied monthly returns te its parent 
bank, but these were sent until mid- 
1982 only to the senior general manager 
of the international banking division, 
who was Rais himself. 

Noordin describes how most of the 
BMF loans were made, not to the pub- 
licly quoted Carrian Investments Ltd 
(CIL) group of companies, but to a host 
of private companies controlled or re- 
presented by George Tan. This schism 
presented particular problems in 1982 
when CIL began its decline into bank- 
ruptcy, and BMF was trying to im- 
prove the security of its private loans by 
charging assets belonging to the public 
companies. 

According to Noordin, “BMF never 
received adequate securities right from 
the day the first loan was approved and 
released to the Carrian group." Many of 
the largest loans to Carrian and Tan 
companies were initially booked by 
BMF as *money market" loans, a type 
of credit usually only extended by banks 
to other financial institutions on a short- 
term unsecured basis, with few of the 
formalities which would precede a nor- 
mal corporate loan. Where security was 
taken, it was often shares or property at 
the borrower's valuation. 

Noordin says Tan, then a small-time 
property developer and undischarged 
bankrupt, first met BMF Hongkong 
general manager Ibrahim Jafaar in mid- 
1978, introduced by a property agent. 


The government reply: page 152 


Tan's privately held companies — he ac- 
quired the public vehicle, Carrian In- 
vestments, in November 1979 — ob- 
tained 11 separate loans from BMF be- 
tween July 1979 and January 1980. 

On 1 December 1979, Tan gave 
Jafaara Rolls-Royce. On 19 December, 
BMF made the first in a series of large 
loans which would transform its re- 
lationship with Carrian: between that 
date and 25 June 1980, it lent US$292 
million to Plessey Investments (PI), a 
private company controlled or repre- 
sented by George Tan — its true owner- 
ship has been disputed — which was 
used to buy a HK$! billion (US$128.2 
million) Hongkong office block, Gam- 
mon House, and take over a local pub- 
licly listed company, Mai Hon, renamed 
Carrian Investments. 

The Noordin report links Razaleigh, 
then Malaysia’s finance minister, with 
Carrian’s Gammon House acquisition, 
mainly on the basis of a quoted account 
of a conversation between BBM chair- 
man Nawawi, and the governor of BN, 
in November 1982. As cited in the re- 
port, asked by the governor how BMF's 
loans to Carrian had grown so qui, 
*. . . Dr Nawawi said it started with a 
proposal by the minister of finance to 
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d Tea Mec 
ouse as a centre to 
of various Malay- 
sian agencies in „Hongkong. Bank 
Bumiputra was asked to finance the 
transaction, but the deal fell through. 
Nevertheless, it went ahead with the 
financing...” 

... Rais told the committee that he met 
Tan in January 1980; when Tan said the 
Malaysian Government had changed its 
mind, that it would buy a different 
building: but that Tan had decided to go 
ahead and buy Gammon House to in- 






| ject into, the public company which he 


was.in the, process of acquiring. Tan car- 
ried out his scheme, (The announce- 
ment later that year that Tan’s Carrian 
Investments, had sold Gammon House 


on to acompany called Bylamson is the 


subject.of a fraud charge since laid 
against Tan and others in Hongkong.) 
Noordin: argues that the decision to 
continue with the Gammon House pur- 
chase, and to take over a public com- 
pany, marked the point at which the 
group of individuals closely associated 


- | with Tan and BMF committed them- 











selves. to what. the report calls a “con- 
certed plan to use the funds of BBM to 
make money in Hongkong during the 
start of the property boom." 

The second phase of Noordin's *con- 
certed plan" comprised Carrian and 
Tan companies' borrowing the equiva- 
lent of US$580 million from BMF be- 
tween 1981 and 1982, with which CIL 
took over a shipping subsidiary, Grand 
Marine Holdings (GMH); an insurance 






company, China, Unde 
and covered its own cashflow needs. 
Musa's name is linked to the GMH 
acquisition in testimony given to the 
committee by Rais.in June 1984. Sani- 
man told the committee that he “wanted 
to explain the rumours which were in- 
tensely circulated; during the recent 
Umno. (United Malays; National Or- 
ganisation, -Malaysia’s ruling party) 
general assembly. that Dato Musa 
Hitam had something to do with GMH 
. . . His explanation was simply that 
George Tan had offered to sell the con- 
trolling interest in GMH to the Malay- 
sian Government ~: . Rais was a direc- 
tor of Pernas Shipping Line which had 
only three ships and he was therefore in- 
terested in acquiring another shipping 
line for Pernas ... . After he was offered 
GMH by George Tan, he discussed the 
matter with DMH (Musa) who said that 
it was up to ‘you all.’ This meant that 
Rais was supposed to test the idea with 
Pernas Shipping Line. He said that . . . 
he did not follow up on the matter... 
because he was too busy and forgot . . ." 


- i 





t a subsequent interview, in July 

1985, Saniman > added that he 
thought the Umno/rumour about Musa 
and GMH was "circulated by the Tunku 
Razaleigh supporters . . . He said this 
was a mischievous rumour,” 

The committee attributes to Tan 
himself conflicting motives for buying 
GMH. One version. comes from the 
diary of Jalil Ibrahim, an auditor sent by 


The government reply 


An official answer to the BMF report refutes allegations ~- 


By Nick Seaward in Kuala Lumpur - 


T Malaysian Government's ex- 
planation of its handling of the BMF 
scandal was offered in a White Paper, 
tabled in the Dewat Rakyat (lower 
house of parliament) on 11 March. Itis a 
curiously structured document consist- 
ing of a precis of the Noordin réport's 
detailed allegations of malpractices by 
BMF's board of directors and in- 
adequate supervision by its parent, 
BBM — supplemented by denials from 
the government that it failed to take 
steps to lessen the bank's exposure to 
the Carrian group of companies once 
the magnitude of the outstanding loans 
was brought to its attention. 

The White Paper, however, does not 
mention the specific recommendation 
of the Noordin report that investiga- 
tions into the murder 6f BMF assistant 
general manager Jalil Ibrahity, be 
reopened to establish whether a link 
existed between his killing and the re- 
lease of a US$4 million loan in July 
1983. Opposition leader Lim Kit Siang 
said in parliament on 11 March that he 
endorsed this recommendation, claim- 
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ing that an order to kill Jalil “could 
have emanated from Malaysia.” Lim 
also called for a Royal Commission of 
inquiry into the BMF affair. 

The main purpose of the White 
Paper, however, Vig dips to have been 
to serve as a vehicle for denials by politi- 
cal leaders in Malaysia that they bene- 
fited materially in any way from, or 
were involved in the provision of loans 
made to Tan or to the Carrian group. 
More than half of the document is taken 
up by lengthy appendices to this effect, 
including letters from Mahathir, Musa, 
and in particular, Razaleigh — offering 
explanations as to. why their names 
cropped up in the Noordin report. 

After explaining the circumstances 
in which he was briefed on BMF in 1982 
by the former chairmen of BBM and 
Bank Negara (the central bank), the 
Prime Minister's letter answered a 
charge that was never made in the re- 
port in the first place. ^I did not have 
any business with George Tan, either as 
prime minister, UMNO official or in my 
personal capacity." A translation of 
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BBM to B 8 
precipitated Hongkong, ) 
which speeded. CIL’s collapse: Jail re- 
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police inquiries | 
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MF. whose murder in 1983 | — 


corded that; Tap told him-*. ssi I [Tan] . 
was acting for some party in Malaysia to | 


take over Grand Marine which cost 


HK$800 million. In turn I would sell to. 
the Malaysian,Government át HK$10 : 


per share}; total- HK$1,000 million. In 


the end'the Malaysian Government did | 


not buy- Grand Marine and4 was stuck." 
But ir au affidavit filed during.a com- 
pany windingrup action in Hongkong in 
October 1984, and cited by Noordin, 
Tan said GMH was bought on behalf of 
nine unidentified “actual princápals 
[who] included non-Hongkong resident 
customers of the nterchant-banking arm 
of BBM." i 
A BN inspector who visited BMF in 
October 1982 saiđ that the relationship 
with Carrian was “very special . . . (not 
that of) a banker and a customer." Ac- 
cording to a BMF dealer: “We were all 
one family . . sour directors were like di- 
zarrian." In December 1981, 
illion CIL shares to a cor 
pany controlled by BMF employee 
calling it a pension fund" contribution. 
When the company bankrupted itself 
within days by trading the.shares in a 










falling m . ga gave the company 

another million. S 
According to Noordin, Tan advised 
is On how and when to deal in CIL 


s; Rais gaye Tan a Daimler. Com- 
panies associated with Osman, Hashim 


and Jafaar dealt extensively'in Carrian 


E MENU SES 
Jalil: a new inquiry? 


Mahathir's letter reads, ". ... UMNO 
Malaysia never received any donation 
in any form . . . whether from George 
Tan, [BMF], or companies linked to 
them or people representing them." 
Musa's letter did not even address 
the main allegation against him in the 
Noordin réport, which was brought up 
in parliament on 11 March by Lim. This 
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which Jafa 
equity interests, the report says. Noor- 
din also says Hashim bought US$15,000 
in travellers’ cheques for Razaleigh; 
Razaleigh says he repaid the money. 
BMF's accounts were audited by 
Touche Ross; BBM's by the firm of 
Hanafiah, Raslan and Mohamad 
(HRM). Noordin quotes a memoran- 
dum from Touche partner Arthur Tse to 
HRM partner Dato Mat Noor stating 


$ 


ammon House: deal failed. 


SAT MIU SUM 





was that Musa was informed by former 
alternate director of BMF, Saniman, of 
an offer by Tan to sell a controlling in- 
terest in Grand Marine Holdings to the 
Malaysian Government, and that — ac- 
cording to Lim — “Datuk Musa’s name 
was mentioned by [former BMF general 
manager] Ibrahim Jaffar, when ques- 
tioned by the committee, as the party in 
the Malaysian Government interested 

. the Grand Marine deal, because of 

ie close connection between Dr Rais 
and that particular minister." 


nstead, Musa stated in his letter that 
~ fhe knew Rais only in his capacity as 
BBM officer responsible for syndicated 
loans on behalf of the Malaysian Gov- 
ernment. “In the series of visits there 
was one occasion when Dr Rais men- 
tioned and tried to list his personal busi- 
nessematters in Hongkong. But I stop- 
ped him because this had no relevance 
whatsoever to our official work. I do not 
know anything further on this matter,” 
a translation of the letter read. 

By far the greatest amount of space 
was given over to Razaleigh’s denials of 
allegations in the two volumes of the 
Final Report and the Special Brief — 
and elaborated in parliament by Lim — 

that when, as finance minister, he was 
(according to Lim) “implicated in the 
Carrian purchase of Gammon House 
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told that it was a management matter, 
not really an audit matter . . ." 

Noordin says there is a “prima facie 
case to question" the unqualified audit 
opinion given by Touche on BMF's 1981 
accounts. It also says that BBM's 1981 
accounts “did not give a true and fair 
view . . . as stated by HRM unless 
adequate provisions have been made 
for possible losses arising from guaran- 
tees given by BBM to the commissioner 
[of banking in Hongkong] and to 
Touche Ross with regard to loans 
granted by BMF." 


W hen Tan’s companies began sliding 
towards bankruptcy in late 1982, 
they held more than US$500 million in 
outstanding loans from BMF: Tan pro- 
vided a personal guarantee of that 
amount to BMF on 18 August 1982, 
though no investigation was made of his 
personal assets. On 4 October, Noordin 
says, BMF sought Tan’s agreement to 
secure the loans on property assets 
owned by CIL in California and Florida: 
according to Noordin, the assets were 
said by one valuer to be worth US$500 
million and by another to be worth 
US$262 million. 

The security was never pledged, ap- 
parently because CIL managing direc- 
tor John Marshall intervened to point 
out that the assets belonged to a public 


with the intention of selling [it] to the 
Malaysian Government for a quick pro- 
fit of US$50 million." 

Welcoming the chance to answer 
what he called the “accusation and in- 
sinuations and false assumptions" con- 
tained in the Noordin report, Razaleigh 
stated that there was never any inten- 
tion of the government to buy Gammon 
House nor to use Tan as its agent. 

Instead, he said, the government's 
intention from the start was to buy Lap 
Heng Building and the subsequent ac- 
quisition and purchase went ahead ac- 
cording to established official proce- 
dures. Razaleigh added that no agent 
was appointed in Hongkong to handle 
the transaction: “Any allegations that 
such an appointment had been made or 
that I had supposedly known or sup- 
posedly had anything to do with the pur- 
chase of Gammon House is a huge lie, 
probably with evil intent." Razaleigh 
also denied any wrongdoing with rela- 
tion to his shareholding in Asiavest and 
Sherridon Holdings and claims that the 
travellers cheques he received from 
BMF were innocently arranged for a 
last-minute holiday and repaid in full. 

In his speech on the White Paper in 
parliament, Lim poured scorn on what 
he termed Razaleigh's “weak and un- 
convincing" denial. Reminding the 
house that former BBM chairman 


for US$76 million, app 
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by private ones. (In mid-1983, BMF 

bought the US assets through nominees | 
arently to z id H 


Carrian, despite last-minute advice || 
from a US valuer that they were worth | 
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even less than that. Noordin says the || 
purchase was *a breach of fiduciary || 
duties" by the BMF board.) TOM 
Noordin reserves particular criticism || 
for one of BMF's final loans to Carrian, | 
a US$40 million unsecured p ws 4 
routed via the Peking-controlled Ban 
of Communications and held in escrow | 
by Tan for use as a bargaining counter j 
while he negotiated a reconstruction of || 
Carrian’s bank debt. Tan's application | 
for this loan was rejected on 5 January | - 
1983 by a BBM committee set up to || 
oversee BMF lending, but was nonethe- | 
less extended by Jafaar, by his account | 
on the instructions of BMF's own | 
board. In September 1983, Tan was ar- || 
rested. - i 


Noordin also says Hongkong au- ` 
thorities should re-open their inquiry | 
into the murder of auditor Jalil, who | 
died on the day that a US$4 million | 
BMF loan was disbursed to a Tan com- . 
pany: A Malaysian, Mak Foon-than, 

as been sentenced to life imprisonment | 
for the murder, but Noordin claims that ji 
the circumstances merit “a further look | 
at... the roles played by all the persons | 
connected with the release of the US$4 | 
million to establish the link betweenthe | 
murder of Jalil and the release of US$4 | 
million." 
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Nawawi had told the governor of Bank ~ 
Negara in 1982 that “the BMF loans’ ` 
scandal started with the tunku's propo- — 
sal to buy the Gammon House," Lim 
asked whether Razaleigh was accusing | 
Nawawi of “fitnah besar dan bermahsud | | 
Jahat” (a huge lie with evil intent): ifso, |. 
“why wasn't Dr Nawawi asked to clarify | 
in the government's White Paper his | 
statement to the Bank Negara governor?" | 
So far, the government has not re- | 
sponded to any of the opposition's at- - 
tacks on the White Paper. Because no - 
special debate has been allocated for the | 
BMF affair, questions have had to be | 
raised in the debate on the king'sspeech | 
at the opening of the fourth parliamen- |. 
tary session on 10 March. The govern- | 
ment did not mention either the report | - 
or the White Paper in its opening speech | — 
and the front bench emptied completely | 
before Lim stood up to speak, ; E. 
Efforts by the opposition to embar- | - 
rass the government are now concen- | 
trating on the lack of action taken to | 
stem BMF's losses once its exposure to | 
Tan and Carrian had became known to |. 
BBM and once Carrian had announced | 
liquidity problems in October 1982. The | 
government itself is fairly muted on this | 
point — though the Noordin report | 
heavily criticised BBM for spending a | 
further US$85 million in a bid to | 
strengthen BMF's position in 1983. E 1 2 
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By James Bartholomew in London 

Phe collapse of the latest and most 
‘promising attempt to end the tin 
ket crisjs will probably lead to rock- 
ottom tin prices, adragmented market 
nd a cascade of writs. On 11 March, In- 
onesia and Thailand notified the Inter- 
ational Tin Council (ITC) that. they 







‘cue plan. o | | 
. Immediately * brokers — Shearson 
hman Brothers launched an attempt 
o raise the scheme from the dead (while 
thesame time issuing writs against the 
oon Metal Exchange [LME], the 
nembers of the LME committee and 
O brokers). But most observers in 
indon felt that the scheme could not 
e revived. - | 

After news of the unwillingness of 
je ITC's secónd- and third-largest pro- 
































sight in 1985, tin had traded at more 
1 £10,000. But even at half that level, 






jum-term financing and perhaps 





of tin onto the market could drive prices 
down to bargain levels. 

- Everyone in the market is conscious 
xf the large overhang of stocks which in- 
cludes not only the 71,000 tonnes at the 




















laysia and elsewhere in Asia. 






n. an ad hoe basis and the LME holds 
it no prospect of re-opening trading 
the exchange. So there will be no 
proper futures market — one that is 































|AS64.3m - 
(US$45.3m) 
















M$391m 
(US$15.5m) 
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HK$931.9m 


E Y31 Dec. 
| ! (US$119.5m) 
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Indonesia and Thailand scuttle the latest ITC rescue plan 


were not willing to go along with the res- 


its member countries, the EEC and the 
British Department of Trade and Indus- 
try. These injunctions — to block dis- 


also without export controls, the supply - 


has decided on £6,250 a tonne as the 


E but also high stocks at mines in - 


rading in the metal now has to be - 


| % change 
on period 
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open to all. Instead, there will be indi- 
vidual deals made by merchants who 
have contacts with both sellers and 
buyers. They will buy from one at one 
rice and sell to the other at a slightly 
igher price. Tin will be traded in much 
the same way as the “minor metals." 
There will probably be an increase in di- 
rect deals between producers and con- 
sumers. | 
The air in London is full of bitter- 
ness, with writs flying in all directions. - 
The brokers and banks feel that they are 
having to pay for the dishonour of the 
sovereign states who constitute the ITC. 
Already Standard Chartered Bank has 
taken out injunctions against the ITC, 


posal of assets — are doubtless only the - 
opening shots in a campaign that could 
drag on through the courts for years. 
"The brokers are also’ taking action - 
against their own kind. The legal action 
taken by Shearson Lehman is over the 
way the. LME has chosen to wrap up 
outstanding positions on the exchange. 
Despairing of having a market in which 
a settlement price can be set, the LME 


price at which to settle all the outstand- 
ing contracts. This is higher than the 
current price so it effectively reduces 
the losses for those with long positions 
and takes profits away from those who | 
had sold short. | 


» Paul Handley writes from Jakarta: Yn- 
donesia's refusal to support the rescue 
proposal stems from feelings that the |. 


% change | Dividend 





Turnover | 


A$1.8b 
| (US$1.3b) 

















M$1.04b 
(US$413.5m) 















Profit excludes extraord ower 
profit forecast for second half because of drop in palm-oil 


Better-than-expected results, after transfer to inner reserves, 
heiped by continuing strong demanc 
year. One-for-five bonus issue announced. 


Dramatic profits growth attributed to impro e 
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nts also do not provide a suf- 
arantee against future price 
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nsible for most of Indonesia's 


es 
22.000 tonnes annual production, under 
ITC restrictions, P. T. Timah will make 
efforts to cut back extraneous costs un- 
related to production, the compan 
says. No layoffs are planned for the 
29,500 strong workforce, but some 
workers will be shifted to P.T. Timah 
kaolin mine. Two of three private min- 
ing operations have shut down their op- 
erations over the past year. B 
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attributec to impr performance | 
ny. subsidiary International -City Holdings. and 
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ByCharlesSmithinTokyo — .— 
okyo's offshore-banking market is 
A likely to get off to a very modest start 
given the limited tax. incentives 
sanctioned by hard-line officials in the 
Taxation Bureau of the Ministry of Fi- 
nange (MoF). Supporters, of the 
offshore project, however, . hope that 
there will be scope, ist improvement 
once the market is established, The en- 
abling legislation is likely to. be passed 
by‘end-April, at the latest... 
, According to Yusuke Kashiwagi, the 
chairman of a sub-committee appointed 
by MoF to make recommendations on 
the establishment of an offshore mar- 
ket, the strategy adopted by pro-market 
MoF officials was to “get the baby born, 
id then see what is needed to make it 
gxow." The alternative might have been 
to wait years while pro- and anti- 
offshore lobbies inside the MoF argued 
over details. mnis. 
Transactions on the offshore market 
will benefit from the start by exemption 
from the 20% withholding tax that 
applies to interest income earned in 
Japan's domestic market. But, given a 
high level of corporate and loca taxes, 
that may not be enough to attract busi- 
ness to Tokyo away from London or 
New York (to say nothing of Hongkong 
and Singapore). (dac 
, Tokyos total corporate-tax burden 
works out at 58-59% against 35% in 


London, 18% in Hongkong and 10% in 


Singapore. At this rate, Japanese banks 
might see some point in saving On per- 
sonnel costs by booking transactions in 
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Japan's offshore market appears to face an uphill battle 
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Tokyo rather than, say, London, but 
foreign banks would have little in- 
centive to use the market as a lending 


. base. 


The absence of foreign banks — ex- 
cept as occasional borrowers — would 
destroy much of the point of the market, 
in the view of officials in the MoF's In- 
ternational Finance Bureau (IFB, the 
section which supports the offshore- 
market idea most strongly). After all, 
one of the points of the offshore initia- 
tive has been to compensate for the de- 
clining attraction of Japan as a base for 
traditional foreign-banking business 
such as lending to Japanese corpora- 
tions. A combined foreign boycott 
would also scotch hopes that Tokyo 
might eventually become one of three 
major international financial centres — 
the so-called “triad” which would in- 
clude London and New York, 


T° get the offshore market off to a 
good beginning, its backers badly 
need to win the agreement of the Gov- 
ernor of Tokyo Shunichi Suzuki to the 
lifting of local tax on offshore-market 
transactions — a move which would re- 
piegon a saving of around 17% to mar- 
et participants. Suzuki is said to be still 
unconvinced of the case for a tax break, 
despite the efforts of at least one presi- 
dent of a major foreign bank to explain 
the benefits that might accrue to the city 
from hosting a major international fi- 
nancial market. 
But the more competitively inclined 


-of offshore-market instruments has dis- | 


their trust in the ability of the interna- - 
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Apart from the tax issue, the non-in- | 
clusion of securities in the approved list — 


appointed foreign banks — which have | 
watched enviously as their colleagues in | 
the securities industry have gained ac- | 
cess in recent months to full member- i 
ship of the Tokyo Stock Exchange. This | 
issue seems likely to be an even harder - 
nut to crack than the local-taX issue, | 
given the vigorous campaign mounted | 
against the offshore market by the | 
giants of Japan's own securities indus- | 
try, led by Nomura Securities. Once | 
again, however, there are hopes that à 
step-by-step approach could succeed - 
where initial lobbying efforts seem to . 
have failed. NEN 

The introduction by Japan of a co 
mercial-paper market on the model of. 
the successful New York and Euromar- - 
kets could make life immeasurably 
more difficult than it is today for«the — 
Tokyo banking community and might . 
well push the authorities to offer com- * 
pensation in the form of certificate of | 
deposit trading on the offshore market. | 
Failing this, market proponents put - 


tionally minded lobby at the MoF to | 
wear down its more conservative Oppo- - 
nents. | ae 
The fact that one of MoF's most | 
prominent “liberals,” IFB director-gen- - 
eral Toyoo Gyothen, is likety to be ap- 
pointed in June to one of the MoF'stwo | 
vice-ministerships is hardly a minus for - 
the offshore project. MOS 
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ONG: Prices fluctuated within a relatively 
row range as punters remained nervous over 
ming corporate-result announcements. Al- 
Hang Seng Bank and Hongkong Land 
eported satisfactory results, brokers were 
bout to be lured into complacency. Rumours 
ights issue from Hongkong Bank when it an- 
nced its results on 11 Mar. caused jitters in the 
ket on the last day, and the Hang Seng Index 
d the period at 1,667.07, 15.58 points down 
previous day. Institutions were thought to 
ading the sellers. Trading averaged a respect- 
4K$275.74 million (US$35.4 million). 



































Low oil prices continued to drive the 
‘ket to record-breaking levels. The Dow Jones 











time, ending the period at 14,056.52 
e was also high, averaging 591 million 
ares a day. The cut in the official discount rate, 
ced'on 7 Mar., further boosted trading. 





















-power companies. Analysts said the 
et wasover-bought but there were no signs of 
ection by margin- -balance adjustment. 




















AFUHL: The budget announcement on 
Ma: r. had little effect on the market which had 
dy discounted it as a “non-event budget." 
sentiment was particularly depressed on the last 
ding day as nervousness prevailed over the re- 
ase of the Bumiputra Malaysia Finance report. 
results from the Sime Darby group also dam- 
d sentiment. Fraser's Industrial Index de- 
: 182 6f poi the period to close at 3,500.07, 

82.61 

































€ latest company to suspend trad- 
s following the placing into receivership of its 
i pron company Sealion Investments. 









ad ews during the last period, the market 
y listless with: 

traded every day. Fraser’s Industrial Index 
down slowly throughout, while jitters over 
tion of the Bumiputra Malaysia Fi- 
report helped push the index down by 32 
fter the weekend. Even the downward re- 
f the 1986 gross domestic product growth 
from 6% to 3% had little effect on senti- 
1d neither did the collapse of the tin agree- 
'gotiations or Arab-Malaysian Merchant 
lecision to buy a controlling stake in Kris 
































: : The market experienced a technical cor- 
after weeks of uninterrupted rises. The 
ghted-price index fell 17.98 points to end the 
od at 952.66. A negative factor was market 
isness over financial difficulties currently 
























cal businessman amid concern that the 


Taiwan Paper. Trading volume remained at 
evels as any it investors sought toget in into the 






ILA continüed to chalk up more gains than any other market in Asia for the 
tod to 10 Mar. though the momentum had slowed as euphoria waned. Singapore 
| a were major losers, depressed by the state of their securities industries. 


ge broke rough the 14,000-point mark for. 
: ints. 


leflecting lower energy costs, speculators zeroed 


oints. Meanwhile, Sealion Hotels - 


Pi IR: Despite several pieces of good |. 


an average of 5.4 million | 


experienced in the privately held companies - 


lems might spread to his publicly. listed - 





market while it is on the upswing. Average daily 
transactions were NT$3.14 billion (US$78.5 mil- 
lion). 


AUSTRALIA: The markets languished despite 
continued US institutional buying of bank stocks | 
and strong interim results from nearly all com- — 


panies with the exception of retailing giant Wool- i» 
worths. The key All-Ordinaries Index closed 1.7. | | 


points lower at 1,055 despite a 20.2-point he ke} 
the All-Industrials Index to 1,671.9. The | 
index was dragged back by weakening mining n | 


resource stocks and the All-Resources Index tum- . | E. 


bled 11.3 points to 586.3. ACI stole the limelight 
when Mar ticorp Tasman announced a takeover 
bid on 7 Mar., pater acquiring an 18.2% holding. 


NEW ZEALAND: The market opened firm before - 
moving ahead strongly. The Barclays Index of in- 
dustrial stocks set a new high in four successive 
trading days. The index broke through the 2,100. 
level with a massive 68-point gain, following 
Brierley Investment's announcement of a one-for- 
one bonus issue. The generous issue was made in 





| recognition of the company's 25th UE 


Brierley's price subsequently moved up NZ$1 


| (60 US cents) in one market. Other entrepreneu-. 


rial stocks were also keenly sought by private | 
clients. 


SEOUL: Nothing, including public words of dis- 
couragement from the government, could cool the 
ardour of investors in this holiday-shortened 
period. Continuing on the explosive path of past 
weeks, the composite index shot up another 5.06 
points, to 189.39, with average daily trading rising 
to 63.81 million shares — an increase of 23.76 mil- 
lion shares from the previous period. In an effort 
to cool the market, the Ministry of Finance an- 
nounced a tightening of restrictions on margin 
trading and credit flows to securities companies. 

But the effect was only temporary. | NES 


MANILA: ‘With the euphoria over the new govern- 
ment ebbin 
ket slowed down to an average turnover of 227.58 | 
million (US$1.3 million) a day from the previous. |. 
period's P35.78 million. There were more losers 
than gainers as profit-takers pressured prices 
down despite declining interest rates. Commercial | 
and industrial shares accounted for 71.296 of total 
value turnover. The commercial-industrial index 
shed 15.33 points to close at 211.04 while the min- 
ing indicator advanced by 97.62 to 950.04. 


BANGKOK: The market was almost unchanged 
on reduced turnover. Trading was hectic in the 
early session, with most counters registering 
gains. Banking and cement issues led the market. 
Contributing to the upswing was news of interest 
rate cuts. However, profit-takers entered at mid- 
session, pushing prices downward. The Book 


Club Index weakened a mere 0.01 of a point to Fr 


end at 122.8. Siam City Cement led gainers. The | 


period's hardest-hit issue was United Flour Mill. || / | : ie 


Volume slackened to 5.04 million shares, val 
at. Baht 345.91 million (US$13.1 million) 


+. 





, activity on the revitalised stockmar- | 
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; 
i 


^, 


F 
a 

i 

* 


a 
AR 


Č 


om. 


y 


GOLD 
AWARD 


C 
3 


g 
ont 
Fu 
# » 


Produ [ 


) J 
Produce 


cy to- 


F ntered by 


THIS IS TO CERTIFY that the above Award was 
made after analysis and blind tasting in full International 
Competition and in accordance with the IWSC Index 
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CAMUS XO 
XO at its best 








With each of the Minolta zoom copier family, you get the 
choice of 781 individually-selectable zoorn ratios between 
1.420X and 0.640X with which to enlarge or reduce the 
image area of your original to the exact size you require. 

Zoom enlargement/reduction gives you complete control 
over copying. No longer are you limited to just a few choices 
that restrict the size of the copies that you can make. Think 
of the possibilities! These versatile PPCs will let you 
"blow up” fine-lined engineering drawings so that you can 
obtain only the detailed area that you require. Or you can 
reduce oversized originals to common filing or facsimile 
transmission sizes, easily and quickly. There's virtually no 
limit to the uses you can make of their zoom enlargement/ 
reduction function! 


See the EP350Z/EP450Z/EP5502Z/EP650Z at these Minolta subsidiaries and distributors: 








And to help you even more, the Minolta EP450Z, EP550Z 
and EP650Z provide Automatic Magnification Selection and 
Automatic Paper Size Selection, too. These help you speed 
through the most difficult copying jobs with confidence and `° 
ease. And help eliminate the possibility of making mistakes, 
too! Plus all Minolta zoom PPCs feature the Minolta Micro- 
Toning System: advanced copier electronics insure you 
obtain optimum copy quality from even the most difficulteto- 
copy originals. 

The Minolta zoom copier family. Each lets your copying 
capabilities soar with 781 enlargements and reductions. 
Which one’s right for your office needs? 





Bangladesh Brothers International Ltd. National Scout Bhaban, Inner Circular Road, Kakrail Dhaka, G.P.O. gies 767 Phone: 400042, 404929 
Phone: 3-676051 


Hong Kong Minolta Hong Kong Ltd. 67-71 Chatham Road South, G/F Oriental Centre, Kowloon 











India Methodex Systems Pvt. Ltd. 607-8 Meghdoot 94 Nehru Place, New Delhi 110019 Phone: 682475, 682476 B 
Indonesia P.T. Perdana Nirwano Abadi Co. 67B JI, Krekot Raya, Jakarta Pusat Phone: 372609 
Malaysia City Marketing Sdn. Bhd. Wisma Cestel, No. 4, Jalan Kilang (51/206), Petaling Jaya, Selangor Phone: 521033 4 


^. 


=P350Z with Sorter S- 10III 
iriginal Size: Max. A3 (11" x 14") and Sorter S-10II and Sorter S-20II 


opy Size: B4 to A6 (10" x 14" to 4'/ " x 5!/» *) Copy Size: A3 to A6 (11 " x 17” to 4!/ * x 5'/2”) 


vopy Speed: 15 copies/min. (A4) Copy Speed: 25 copies/min. (A4) Copy Speed: 35 copies/min. (A4) 


MINOLTA ZOOM COPIERS 


EP350Z/EP450Z/EP550Z/EP650Z 


! MINOLTA CAMETf^ CO., LTD., Business Equipment Operdtions, 30, 2-Chome, Azuchi-Machi, Higashi-Ku, Osaka, 541, Japan 








Singapore Minolta Singapore (PTE) Ltd. 10, Teban Gardens Crescent, Singapore 2260 Phone: 563-5533 
Taiwan Santa Office Machines Corp. 11 FI. 75, Sec. 4, Nanking E. Road, Taipei Phone: (02) 715-5001 


Thailand Technical Supply Co., Ltd. 1808-1812 Kasemrat Road, Klongtoey, Bangkok 10110 Phone: 252-9155 to 7, 233-2064 to 5, 391-0215, 392-7412 


Pakistan Allied Equipment Ltd. First Floor, Nelson Chambers, 1.1. Chundrigar Road, G.P.O. Box 680, Karachi-| Phone: 219338, 210146 
Philippines — Topros Inc. Topros ps Banawe Cor., Atok St., Quezon City, Metro Manila Phone: 40-06-24, 49-49-21, Loc. 6, 9 & 43 


EP450Z with Automatic Document Feeder ADF-11 EP550Z with Automatic Document Feeder ADF-11 | EP650Z with Automatic Document Feeder ADF-11 


and Sorter S-20Il 


Copy Size: A310 A6 (11 " x 17" to 4!" x 5!/") Copy Size: A3 to A6 (11 " x 17" to 4'/2” x 5/5") 


Copy Speed: 46 copies/min. (A4) 











Give your visiting associates 
a pleasurable view of 
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At the Shangri-La Hotel, all of our 697 superb rooms 
and suites enjoy an uninterrupted view of the mighty 
Chao Phraya river, offering the ultimate 
in deluxe accommodation, supreme comfort 
and extra services that would satisfy even 
the most demanding executive. 
Complemented by a Business Center, a Health Club 
with tennis and squash, and a host of restaurants 
for every mood and taste, the Shangri-La 
offers a remarkable opening rate 
that can't be ignored. 


THE SHANGRFLA BANGKOK.OPENING MARCH 17 


Shangri-La hotel 


BANGKOK 
A SHANCRI-LA INTERNATIONAL HOTEL 


wus 








89 Soi Wat Suan Plu, New Road, Bangrak, Bangkok 10500, Thailand. Tel. 236-0280 
Telex: 84265 SHANGLA TH. Cable: SHANGRILA BANGKOK. 
Shangri-La International: Hong Kong (5) 242 367. Singapore 338 3300. 

Kuala Lumpur (03) 248 6536. Australia Std free (008) 222 448. Sydney (02) 231-1333. 
London (01) 581 4217. Tokyo (03) 667 7744. USA & Canada (800) 457 5050 or Utell. 
Los Angeles (213) 551-1121 


Shangri-La Singapore. Shangri-La Kuala Lumpur. Shangri-La Bangkok. Shangri-La Beijing (1987). 





WWF Kojo Tanaka /BCL 


‘Lhe 
Giant Panda 


needs your help 
to survive 


ON every eighty to a hundred years the 
bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
that’s bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 


But that’s just one of the problems facing the 
Panda. 


To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites—all these 
factors and many more which threaten its 
survival. 


Recognition of the urgent need to solve thes 
and other problems has resulted in a unique an. 
historic partnership between WWE and the 
People’s Republic of China. 


WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves - Wolong Natural Reserve in 
Sichuan Province. 

A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at w8rk in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

The Giant Panda is an endangered animal. 
It is also the symbol of WWF’s worldwide 
conservation efforts to save life on earth. 

But WWF needs money - your money. 


Please send contributions to the WW F 
National Organisation in your country or direct to: 
WWE International, 1196 Gland, 


Switzerland. 
e 


WORLD WILDLIFE FUND 


WWF acknowledges the donation of this space by 
Far Eastern Economic Review. 
Advertisement prepared as a public service by Ogilvy & Mather. 


WWF 
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Todays flavour in shipping, is round-the-world services. Nedlloyd Lines has not only 


anticipated the current trend but has been operating the round-the-world concept for many years. 
pioneered, perfected and proven. So when it comes to your global requirements choose 


Services pi 
Nedlloyd Lines. All ways round-the-world with Nedlloyd. Worldwide transport at its best. 
Nedlloyd Lines, Houtlaan 21 — 3016 DA, Rotterdam 


Telephone: 177933 Telex 24690 NEDL NL 
A Member of Nedlloyd the Worldwide Transport and Energy Group 
































p Uncle placed the incense sticks 
on the shrine in his dark cool house. 
They had been back on sale in the mar- 
kets for some time now. Officially, they 
were "air fresheners" but there was an 
unspoken complicity over their real pur- 
pose behind closed doors. Not that 
doors are much closed in Dong Bin vil- 
lage, three miles from Daai Lek, a mar- 


ket town and crossroads 10 miles west of 


Canton. 

In this Cheung-clan village, relation- 
ships are close and privacy a nonsense. 
Neighbours stroll randomly into each 
others’ houses. Women chat across nar- 
row, paved alleys as they feed straw to 
their brick woks. At meal times, child- 
ren wander the village in silent obses- 
sion with bowls of rice and vegetables 
stuck to their bottom lips or patter 


across thresholds in endless games of 


tag. Grannies with failing eyesight, that 
prevent distinctions, feed biscuits to 
passing infants. 

Doors were once open to sterner 


sentiments. Second Cousin's house, the 
grandest in the village, was built by a 
rich great uncle 60 years before. His 


taste had included traditional plaster 
murals and delicate wooden screens 
with gold beading. During the Cultural 
Revolution, the local committee found 











offence in these artistic whimsies and 
ordered them erased. 

The family covered all with dried 
mud and waited for the puritanical 
storm to pass. By then it had blended 
Bir. plaster and paint and clumsy farm- 

hands wrought almost as much de- 
strubtitia as restoration. 

Dong Bin's tight-packed layout is 
close parallels of traditional houses run- 
ning down to a wide stone praya and a 
fish pond where human waste is 
dumped and water buffalo take doubt- 
ful baths. But though there is tradition, 
there is no stagnation beyond the pond. 
Modern flat-roofed houses nibble at the 


edge of the village. Hongkong-based 
Senior Uncle has removed his house 


from its heart and built a new one full of 


windows and balconies where his nieces 
run a cottage industry making fire- 
cracker casings. The whole enterprise 
cost him US$40,000. As prosperity 
mushrooms, others will be tempted to 
follow. 

For the foreign guest, bed is a board 
laid across trestles and tented by a mos- 
quito net. Ventilation vw from 
breezes across the paddy. A nightime 
call of nature is a struggle with high 
wooden doors and a fl: ishlight walk to 
the prestigious toilet at the end of the 











yard. Baths are a nightly ritual with a 
great tin bowl of well water set ig the 
centre of a stone bath house: its roof 
open to the sky where MiGs from the 
nearby airbase roll like dolphins under 
the stars. 

The simplicities of village life are 
only sight deep. In those rich fields, 
there is a push towards money and facil- 
ity. Particularly for the young, Hong- 
kong’s glow to the south bouncing off 
the night clouds is something more to be 
emulated than fled to. “Commune” ` 
already “ancien regime” economi 
around there. There is a distribution oi 
land on the basis of every working man 
and woman in the village. It is re- 
examined annually and a tax levied of so 
many catties of crop per acre. 

Land or water stuck in odd corners 
or fit only for specialist use is put out to 
tender for the more enterprising to 
make something of. So, by now, Second 
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Cousin will have completed the flavour- 
some job of draining the communal 
pond for its harvest of fish. Taking en- 
terprise to its next step, villagers with 
factory jobs or streaks of idleness then 
sub-let their shares to other, more in- 
dustrious neighbours. 

If the state's hold on distribution is 
elastised that way, it lets go almost com- 
pletely where sale of produce is con- 
cerned. The state doesn't price-fix or 
monopolise. Like any other buyer, its 
price has to be attractive or the farmer 
will go elsewhere to make private deals. 
Shenzhen and Hongkong are regarded 
as attractive markets up in Dong Bin. 


here doesn't always seem enough 
for everyone to do. The village way 
of life masks a degree of underemploy- 
ment which encourages a drift into fac- 
tories. Second Cousin's second son work- 
ed on what seemed to be an extraordin- 
ary day-labourer basis. Sleeping in a dor- 
mitory, he stayed at a bottling factory for 
ong as it suited him and then returned 
he village until so moved again. 
Entrepreneurism is emerging every- 
where in China's changing economic 
theology. The eldest son found an 
interesting alternative to watching the 
melons grow. With chums from neigh- 
bouring villages, he made forays into 
neighbouring Guangxi province to buy 
suckling pigs and resells them in Daai 











STUART WOLFENDALE 





Village market: optimism for the future. 


Lek where they fetch a higher price. Re- | 


cently he branched out into fish whole- 
saling between Canton and Foshan. 


He certainly contributes to one of 


the world's worst traffic jams. As Can- 
ton draws in overflowing trade from 
western counties and provinces, cara- 
vans of lorries, Japanese vans, buses, 











carts and shoals of cycles squeeze down 
the one barely changed road which has 
served the purpose for decades. A da 
trip from Dong Bin to Canton 
means a 7:30 a.m. start to avoid spend- 
ing half of it in the 20-km queue to get 
across the bridges over the Pearl river. 

In the chatter of the alleyways, there 
are no grumbling sentinels of tradition 
or the past. From the patience and 
phlegmatism which preserved the mur- 
als and restored the “air fresheners,” 
there is a clear hum of optimism over 
the future. There is no fear of the "sys- 
tem." There is no evident preoccupa- 
tion with it either. 

Apart from the dispute with Viet- 


| nam, politics was a dry and inappro- 


priate subject for discussion with a 
foreign guest, but something was con- 
veyed from one of the younger men as 
the evening TV news gave way to rice 
wine. The message was a simple one 
from a non-political source. The dif- 
ficult days of the past could not come 
back — must not come back — because 
now people were happy. 

50 they do seem. Well, not quite all 
the time perhaps. Passing through Daai 
Lek's market, I saw something I would 
certainly like to see again. In the heat of 


| argument a stout matron hit a man full 


in the face with a huge unplucked goose. 
There's prosperity for you! 
— Stuart Wolfendale 











e tips of your fingers? 


ifteen years ago, we used in the Concorde technologies never previously seen in a 
sommercial aircraft. 
fero o the Airbus remains at the cutting edge of technology. The proof. shortly the Airbus 
W20 will be introduced. The first of a new generation of safer, more efficient aircraft. 

he new Airbus A 320 “flying by wire” will replace the conventional aircraft controls, 
aking life much easier for the pilot. In terms of comfort, safety and flight monitoring. 


that's speci 


neans of a sidestick controller, the pilot can transmit extremely precise commands 


Te check they've been carried out on a visual display-part of an entirely new concept 
n cockpit instrument panels designed to make all flight data easily and immediately 
available to the pilot. 
At Aerospatiale, together with our partners, high technology is our stock-in-trade. That’s 
ow we meet both the interests of the passengers and the economic requirements of the 
airlines. And thats what makes Aerospatiale special. 
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We build 
industrial plants 
the Swiss way 


We have planned, built and commis- 
sioned over 200 production plants 

for clients all over the world. Not just 
because we are familiar with the most 
up-to-date technologies. But because 
we are typically Swiss in our working 
methods: conscious, precise, reliable 
and independent. 


By independent we mean that we 
are free to choose equipment vendors 
complying with our high demands 
for quality, safety, guarantees and deliv- 
ery deadlines. 
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That's why we can assure clients 
that outputs will actually correspond to 
production targets. 


For 30 years, EMS has produced 
high quality synthetic fibres in Switzer- 
land, and has developed technologies 
to meet the demanding requirements * 
of today's international market. 
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EMS is a name you can trust. We 
are a Swiss chemicals and engineering 
firm. A guarantee of quality, reliability, 
know-how and customer service. 


Licensors — Engineers - Contractors 


EMS-INVENTA AG, CH-7013 Domat/Ems 
Telephone 081/36 0111, Telex 74 378 invt. 








wider range of 
services 
The Sanwa Bank, one 
of Japan's top financial 
institutions, now offers a 
vider range of services 
for corporations than ever 
betore. From the Americas 
to Europe to Asia and 
Oceania, local Sanwa 
bankers provide financ- 
ing carefully tailored to 
regional markets and 
| industries, including 
commercial loans, real 


estate loans, lease fi- 
nance, credit lines, guar- 
antee services, mergers 
and acquisitions, invest- 
ment and trade consult- 
Ing services, etc. 


A more extensive 
network 

In today's sophisti- 
cated financial environ- 
ment, global connections 
are as essential as local 
expertise. Sanwa's spe- 
cialized services are sup- 


ported everywhere by 
the rest of the Bank's vast 
international network 
and by a client base in 


Japan that is among the 


nation's largest and most 
diversified. 


The world's 
7th largest bank 


Forward-looking bank- 


ing made Sanwa what it 
is today: the world's 7th 
largest bank*, with total 
assets of over US$109 


janwa's added reach in corporate finance 
can do a lot for your business 


billion and the highest 
credit rating in interna- 
tional finance. Backed also 
by the advanced 

SAN LINE INTERNATIONAL 
cash management system, 
Sanwa's specialists con- 
tinue to pioneer services 
to meet the emerging 
needs of client corpora- 
tions. Just ask your Sanwa 
banker. And see what 
Sanwa's added reach in 
corporate finance can do 
for your business. 


Sanwa bankers are working for you everywhere. 


c5 Sanwa Bank 
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“THEY HAD NEVER SEEN ANYTHING 
MORE BEAUTIFUL: ss 


The ultimate goldsmith of the 16th century, Benvenuto Cellini, led'the Italian Renaissance by 
perfecting new methods of engraving, of casting metal and setting precious stones. His obsession 
with perfection in every detail both astonished and delighted the kings, princesand .,, j 
Popes who were his patrons. " 

To reflect that skill and craftsmanship of an uncommon order, Rolex have ROLEX 
created the Cellini Collection of gold and jewelled watches. 
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is oe Model 4360, in 18ct. gold. 
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What Price the Rupiah? 
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-Lee Hsien Loong 
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Australia A$2.50 — Bangladesh Taka 30 — Brunei B$4 — Burma Kyats 5.50 — China US$2 — Hongkong HK$15 — India Rs 24 — indonesia Rps 2000 — Japan ¥660 — Korea Won 1500 
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Taiwan NT$70 — Thailand Baht 40 — U.S. Armed Forces US$2.75 


Worth coming home early for 


At Hotel Royal Taipei, we give you a lot to return to at the end of 
a busy day. Starting with a touch of Europe — superb French cuisine and 
a bright, relaxing atmosphere of refined elegance. 

Meanwhile, you'll discover our special blend of Oriental hospitality 
along with the uniquely personalized service that has come to characterize 
the world of Nikko Hotels International. 

Just a few of the reasons why so many executives who stay with us 
depart saying three little words. 

“PII be back.” 


Hotel Royal Taipei . 


Nikko Hotels International provides 

management services to these outstanding hotels: 

LONDON The Montcalm 

PARIS Hotel Nikko de Paris 

DÜSSELDORF Hotel Nikko Düsseldorf e 
NEW YORK _ Essex House The art of hospitality. 
NARITA Hotel Nikko Narita 

OSAKA Hotel Nikko Osaka 

NAHA Okinawa Grand Castle 

BEIJING Hotel Beijing-Toronto 

JAKARTA President Hotel 

MANILA Manila Garden Hotel 





TAIPEI Hotel Royal Taipei 
GUAM Guam Reef Hotel 
PALAU Hotel Nikko Palau " 
We also represent more than 80 other top hotels 
throughout the world. © N | kko hotels 
international 
* 


For reservations, call your travel agent, the nearest Japan Air Lines office or Nikko Hotels International 
Tokyo @ (03) 281-4321. Hong Kong @ 5-234318 
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HOTEL MERIDIEN 


SINGAPORE. 
SIMPLY ENCHANTING. 


Come to Hotel Meridien 
Singapore, the only 
international deluxe hotel in the heart of Singapore's 
Orchard Road that offers the unequalled style and elegance 
that is Le Raffinement. 

You'll feel it everywhere. 

From the unpretentious sophistication and culinary 
excellence of Le Restaurant de France to the unashamed 
style and comfort of our deluxe suites. 

Add to this all the facilities you've come to expect from 
an international hotel and you'll begin to understand why 
Hotel Meridien Singapore is the natural choice for 
discerning visitors to Singapore. 

Le Raffinement. Experience it now in two superb hotels 
in Singapore. Hotel Meridien Changi-Singapore and Hotel 
Meridien Singapore. 


For reservations, contact your travel agent or the Hotel Meridien Singapore, 100 Orchard Rd. 
Singapore 0923. Telephone: 7332878, 7338855. Telex: RS50163 HOMERI. 


'IHE INTERNATIONAL HOTELS WITH A FRENCH TOUCH 


"IRAVEL COMPANION OF AIR FRANCE 
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Nuremberg formula 


Sukhumbhand Paribatra's peace plan 
for Cambodia [REVIEW, 6 Mar.] seems 
to hinge on the elimination of the 
Khmer Rouge from the negotiation pro- 
cess and from Cambodian politics in 
order to ensure that there would be no 
Cambodian forces "hostile" to Viet- 
nam. As a Cambodian, I think there is a 
better and more civilised way of dispos- 
ing of these hated Khmer Rouge and en- 
suring a long-lasting peace. 

It would be better for the countries 
to which his plan is addressed, to use the 
same efforts and supplies "conduit" 
leverage to set up an international court 
of human rights modelled on the 
Nuremberg court, to try and pans per- 
petrators of crimes against the Cambo- 
dians instead. 

This court should be made perma- 
nent to prevent the rebirth of any evil 
forces in the form of repressive regimes 
which, according to past experience, 
could not only destroy Cambodian so- 
ciety but also be hostile to the neigh- 
bouring countries. 

As the events in Indochina of the 
past 30 years have testified, the peace 
that the various international settle- 
ments had meant to secure has invari- 


It is very doubtful whether Sukhum- 
bhand's proposed settlement of the 
Cambodia problem could achieve any- 
thing, if at all, beyond a mere truce. 

Gwynedd, Wales Lao Mong Hay 


Shame and pride 


For at least 16 years during Marcos's 
rule, I was ashamed to let people know I 
am a Filipino. But, now that the Mar- 
coses are gone (mainly due to the cour- 
age and Christianity of our new presi- 
dent, Corazon Aquino, our Roman 
Catholic Church and the Filipino peo- 
ple) I am very proud to let people know 
that I too am a Filipino. 

Each day I pray that we all continue 
to support President Aquino and that 
we be patient for it will take many, 
many years to clean the mess the Mar- 
coses and Gen. Fabian Ver left behind. 
Hongkong 


Welcome comment 


Thank you for your perceptive Com- 
ment on the Philippines presidency [6 
Mar.]. There was one important thing 
very apparent during the whole process 
from the time Ferdinand Marcos an- 
nounced the holding of snap elections 


ably been destroyed by these evil forces. | on 3 November 1985, to the time he fled 


In Riyadh 
the experienced traveller selects 
the established leader in luxury. 


RIYADH 
INTER* CONTINENTAL 


THE ADVANTAGE IS INTERECONTINENTAE 
¢9 INTERCONTINENTAL HOTELS 


Maazar Street, P.O. Box 3636, (966) (1) 465-5000, Telex: 201076. 
For reservations call: Hong Kong: 5-229879, Melbourne: 637219, 
Osaka: (06) 264-0666, Singapore: 2202476, Sydney: 232 1933, Tokyo: 215-0777, 
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| least able to afford them, but creates so- 





were fighting for a brighter future for 















Malacanang: the presence in great num- 
bers and tenacious consistency of young 
people, the so-called "martial rule 
children." 

The barricades around Camp 
Aguinaldo, Camp Crame, Radio Ver- © 
itas and Channel 4 were notable for the 
major presence of young people. They 


our country and for their children. They 
proved the truth of Jose P. Rizal’s im- 
mortal words: “Lhe youth are the fair 
hope of the fatherland.” 
Manila 


The tax trap — 


On many occasions, the Singapore Gov- 
ernment has told us that we should 
avoid the mistakes made by the indus- = 
trialised countries instead of repeatir^ |. 
If ever there is a prime candidate for“ | 
such an avoidable mistake, it must 
surely be the imposition of sales tax, 
value-added tax — call it what you will. 
The history of every country imposing 
such a tax has been one of increasing 
subsidy of the rich by the poor. 

The availability of such a soft option 
to government to generate revenue in- 
evitably results in an inability to resist 
the temptation to increase both the 
quantum and the scope of its use. This 
not only places heavy burdens on those 


P. R. Narvasa 


cial polarisation because they are 
backed by big business protecting its 
vested interest in lower, more-selective 
taxes. Pleaseletusnotfallintothistrap. ^ 
Singapore | Robert Craiu | 


Zhou’s prominence 


I very much regretted reading Davi? 
Bonavia’s review of Zhou Enlai — 
Profile [BOOKS, 6 Feb.]. To label “tn- 
vial” a book filled with hitherto unpub- 
lished facts that the majority of the 
Chinese people, of whom I am one, 
cherish, reveals that the reviewer has lit- 
tle understanding of the role Zhou 
played in the entire course of the 
Chinese revolution and of what he sym- 
bolises to the Chinese people. Without 
that understanding one cannot [eally 
comprehend modern China. By treating |. 
this valuable book in such a way |. 
Bonavia is doing a disservice toallthose |^ 
who wish to study China obiectively. 
The reviewer's use of the word 
"fawning" in describing Zhou's re- 
lationship with Mao is also outrageous. 
Besides the fact that few Chinese would 


CORRECTION 


In INTELLIGENCE [20 Mar.] it was incorrectly 
Stated that FI6As are manufactured by | 


McDonnell Douglas and Fl153s by General 
Dynamics, when the reverse is the case. The 
error is regretted. 
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||. tolerate sich a word to be connected in 


any way with the character of Zhou, the 
fact also is that Zhou never had the need 


| to act in such a way. 


If Bonavia had read the book care- 
fully, or read other current books about 
China's revolution, sucH as Harrison 
Salisbury's The Long March, The Un- 
told Story, he would have realised that 
Zhou started out in the revolution in 
a much higher position than Mao, and 
that it was Zhou, himself, who helped to 
raise Mao to the highest position of 
command because he believed it was for 
the good of the cause. 


Hongkong Chin Chi 


Lacking understanding 
Your UN correspondent Ted Morello's 
article, My money, my morals [20 Feb. |, 
reveals how ignorant US conservatives 
are about the Bangladesh Population 
Control Programme. 

The programme does not give free 
food and clothing to sterilisation reci- 
pients. What is provided are surgical ap- 
parel to prevent post-operative infec- 
tion and Taka 175 (US$5) to cover 
transportation and food allowance dur- 
ing the stay in the clinic/hospitals and 
loss of wages. 

It is inconceivable how these provi- 
sions (which are also provided by the 
family planning projects of other de- 
veloping countries such as India, Pakis- 











tan and Sri Lanka, to name a few) can 
be construed as measures leading to- 


wards coercion. Azizur Rahman 
President, Bangladesh 
Dhaka Association for Voluntary Sterilization 


The Ahmadiyya issue 


I should like to respond to Sahib Iman's 
letter Belief and misbelief [6 Feb.]. 


As an Afro-American who con- | 


verted to Islam and subsequently joined 
the Ahmadivya Movement, I would like 
to point out that all the countries in your 
region of focus will be effected, sooner 
or later, by the Ahmadiyya issue — 
especially those countries with sizeable 
Muslim populations. 

There are three major points that 
should be noted: 
» All Muslims believe that the Prophet 
Muhammad was the last law-bearing 
prophet. The difference is that 
Ahmadies believe God can continue to 
send prophets who are followers of 
Muhammad. 


| » All Muslims believe in the coming of | 
the "Mahdi." Ahmadies believe that 


Hazrat Mirza Ghulam Ahmad was that 
Mahdi and brought with him the logical 
and reasonable arguments to defeat the 
Christian adoration and idolisation of a 
man. The "other" Muslims believe that 
when the Mahdi will come, that he will 
lead them to kill all Christians and non- 
believers who do not accept Islam. 


In Cannes 
there's really only 
one hotel. 


CARLION 
INTER* CONTINENTAL 
CANNES 


e INTER: CONTINENTAL HOTELS 


58 La Croisette, 06406 Cannes-Cedex, (33) (93) 68 91 68, Telex: 470720 


For reservations call: Hong Kong: 5-2 


29879, Melbourne: 637219, Osaka: 


(06) 264-0666, Singapore: 2202476, Sydney: 232 1933, Tokyo: 215-0777 
























» All Muslims believe in the concept of 
jihad (holy war). Ahmadies believe : 
jihad has three components: the Great 
Jihad, which is against one's self; jihad 
waged by the pen and the book; physical 
war against anyone, whether govern- 
ment or otherwise, that does not allow: 
one to practise the religion of Islam. 
Given this, Ahmadies believe they 


| are bound by God to serve dutifully and 


loyally any state that allows them to |. 
practise their religion. This then gives | 
rise to the charge that Ahmadies are the | 
creation of colonial powers. * The 
“other” Muslims have a dramatically 
different view and understanding of the 
concept of jihad and believe that they 
should use any means necessary to im- 
plement Islam. 


Missouri Abu Bakr Ladd 


Promoting sexism? 


I was amused by the advertisement from NE 


the South China Morning Post you fe | 
tured in TRAVELLER'S TALES |. 


Mar.]. I have been even more amused” 


by the self-promotion advertisements 
the Post has been running both on TV 
and in its own columns. 

On TV it is regularly pointed out how 
many advertisements the newspaper 
carries, obviously so much more impor- 
tant to the Post's management than the 
editorial matter which separates the ads. 

And take this recent promotional ad 


| in the Post: 






FEMALE ACCOUNTANT 


Urgently required by garment 
Knitting factory in Kwai. Chung, 
F.5 and LCC Higher Accounting 
standard, 2 - 3 years experience, 
able to handle full set of books 
independently. Please send resume, 
§ photo, telephone number and salary 
i ca cecal K.C.P.O. Box 7H66 










Someone should tell the Post man- ` 
agement that any sex designation or re- 
quirement in "Positions Vacant" ads is 


the antithesis of women's liberation d 


ideology. . € 
Hongkong ‘Feminist 


Off the wall 


Recently, I stopped at a Youth Hostel in 


Iraklion; the sign on the wall over the |. 


washhand basin read: , 
Not for the washings of fruits faces or. 
feets. 4 

Over the bunks was another sign: 


No Smocking — followed by: Do not - 
throw smockings out of windows. 
London 


Diana Scott . 


CORRECTION 


A picture of Indonesian PresidenfSuharto was 
incorrectly captioned Sukarno [6 Mar.]. A pic- 
ture of South Korean opposition leader Kim 
Young Sam was wrongly identified as Kim Dae - 
Jung [27 Feb.]. These errors are regretted. 


















silent majority. 


Telexing used to be confined to a small, specially- 
trained minority, but now Hasler has produced a tele- 
srinter which anybody can operate: EASYCOM. 
ne condition: Pluck up the courage and press the 
'vrong key! If you make a mistake, EASYCOM immedi- 
ely tells you how to proceed correctly. Problems are 
3sily dealt with, thanks to the HELP key. And after justa 
w minutes, the teleprinter will automatically dispatch 
ur first telex... . 
uw that EASYCOM has made telexing so incredibly 
“asy, More people will be making much more use of 
is outstanding communications medium. In other 
vords, Hasler has opened up completely new horizons 






The answer to the cry from the 


for world-wide telex operations with this new product. 
Ask us, your Postal Authority or Carrier for further infor- 
mation about EASYCOM. 


EASYCOM. 
A teleprinter from the HASLER SP 330 Easyline family. 


Hasler Ltd. 

Terminal Equipment 
Division 

Belpstrasse 23 
CH-3000 Berne 14, 
Switzerland 

Telephone 031 65 2111 
New tel. No. from 1-4-86: 


031632111 
Telex 33 132 hagfs ch 





Hasler 


Take it easy. Take EASYCOM. 














BBergsoe 3 


| beim logistics, distribution: call it 

M what you will, the business of getting a 
load of cargo from Point A to Point B often 
comes down to the basics - like a trucker 
hauling freight through a snow-covered 
mountain pass. His job is to get the shipment 
to its destination on time 
and in perfect condition, 
and sometimes his personal 
initiative can make a crucial 
difference. 

ScanDutch knows. We've 
built our organisation 
around dedicated people. People who demand 
more of themselves than do even our most 
demanding customers. We think it helps 
explain why today we're both the largest 
single line in the trade and the one with the 
lowest rate of claims. 

Consider all we can do for you. Seven 
years ago we unveiled the first weekly con- 
tainer service between the Far East and 
Europe. Today we can put a total distribu- 
tion network at your disposal: With weekly 
calls to all the key ports on the route; with 
inland links by road, rail or feeder vessel - 
all closely coordinated with our deep-sea sail- 


ScanDutch 9 


When you're demanding 





Fixed weekly container transport between 
Europe and the Far East 


ings; and with *door-to-door" delivery and 
the peace of mind that brings. 

In 33 countries on two continents, you can 
call on a ScanDutch Agent, whether you 
need business information on a new market 
or help with customs clearance procedures. 
Should you need the profes- 
sional touch - to pack a con- 
tainer more economically or 
stow a piece of dangerous ' 
cargo — you ĉan draw on the 
expertise of a ScanDutch 
Stowage Advisor. Plus there 
are all our "special" services: freight consoli- 
dation and re-consolidation, total distribution 
cost analyses, project cargo handling, etc. 

Demanding? Yes, yet well worth the effor 
There's hardly a prominent shipper on the 
route that hasn't logged a transport mile with 
ScanDutch. And there's been the satisfaction 
of watching our competitors slowly get round 
to introducing fixed weekly service: imita- 
tion, as they say, being the highest form of 
flattery. All across Europe and the Far East, 
scanDutch continues to deliver the goods. 
We have to - we have the most demanding 
customers in the business. 
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F aced with its most-serious economic problems for more 
than 20 years, Singapore has responded with a far- 
reaching, unaccustomed soul-searching and self-criticism. 
Headed by Acting Trade and Industry Minister Lee Hsien 
Loong, now the most prominent of the nation's younger 
| generation of leaders, the Economic Committee has put 
| forward anew strategy emphasising decontrol and decen- 
tralisation which aims to make private-sector entre- 


4 . | preneurship the spearhead of recovery and renewed 
=| growth. Deputy editor Philip Bowring and correspondent 





James Clad analyse the main themes of the report and the 


government and the private-sector responses to it, and look at some of the 
main sectoral proposals. And in an exclusive interview, Lee talks candidly 
about Singapore's problems and opportunities. Pages 72-81. 


Cover illustration by Lui Mo Ping. 





Pages 14-16 
alaysian Prime Minister Mahathir re- 


jects appeals to declare a state of 


emergency in strife-torn Sabah as he 
deals with the aftermath of the resig- 
nation of his deputy, Musa Hitam, from 
the government. 


Page 23 

China makes concessions over Hong- 
kong's future status in Gatt as well as 
on passports. 


EI" 


IAN ANDREWS 

Pages 26-27 
apua New Guinea is now assuming 
iat the bulk of the 10,000 refugees 
from neighbouring Irian Jaya in In- 
donesia will have to be accommo- 
dated for a long stay. The refugees 


e miss home but fear going back. 


Page 42 


* The Aquino regime moves slowly to 


weed-out provincial Marcos "hold- 
outs," as it takes over pro-Marcos 
newspapers and broadcasting sta- 
tions. While releasing communist de- 
tainees and trying to shore-up the 
economy, the government has yet to 
decide on its policy on the US bases in 
the country. 


tetee expresses fears that the US 
is dragging its feet over improved re- 
lations, amtid confusion over whether 
there might still be American service- 
men alive in the country. 


Pages 47-48 

South Korea's clergy come to the fore 
in pressing the government for politi- 
cal reforms, including direct election 
of the president. Meanwhile, experts 
in the US debate whether South Korea 
can become another Philippines. 


Page 62 

Indonesia's rupiah is facing mounting 
pressure for a devaluation — despite 
warnings by the government that 
speculators will get their fingers 
burned — as technocrats argue about 
the best way to compensate for the 
severe loss of government income 
caused by the oil-price slump. 


Page 63 

Japan will not turn back to lower- 
priced oil as an energy source, though 
ithas yetto decide who should get the 
benefit of the windfall savings brought 
about by falling crude prices. 


Page 64 

The appointment of a retired US con- 
gressman as president of the World 
Bank caused surprise, but also raised 


-hopes that it may have dampened 


congressional opposition to a capital 
injection for the agency. 


Page 89 

Japan Air Lines is on a losing streak 
everywhere except the Tokyo 
stockmarket and there are strong 
suspicions that its bright showing 
there is part of a political fund-raising 
drive. 


Page 90 

Australian corporate giant Broken Hill 
Proprietary Co. has finally begun to 
take seriously the partial takeover bid 
by Robert Holmes à Court, but so far 
the corporate raider has been able to 
counter BHP's defence moves. 
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_ | Peking-Moscow trade to 
| improve despite tensiori 
| China and the Soviet Union 
.| havetaken further steps to con- 
= solidate their economic and 
. trade links but have made no 
_ progress on the political issues 
_ separating them, Chinese Pre- 
. mier Zhao DE said after 
meeting visiting Soviet First 
Deputy Premier Ivan Ar- 
. khipov on 18 March in Peking. 
Arkhipov _ visited the 
Chinese capital to inaugurate 
the Sino-Soviet Commission 
on Trade and Technological 
. Cooperation — a body con- 
| ceived last year in the course of 
| mutual high-level visits to nor- 
| malise economic ties between 
| the two long-estranged former 
| allies, despite the continuing 
| conflict over strategic issues. 
| To demonstrate that im- 
| proved relations with Moscow 
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have not weakened Peking’s 
| support for its Cambodian al- 
| lies, the Chinese publicly en- 
H. dorsed a peace proposal which 
| Prince Norodom Sihanouk, 
| cent of the tripartite anti- 
P Vietnamese Cambodian coali- 
| tion, announced in Peking on 
| the fourth day of Arkhipov's 
| visit. | 

| . Sihanouk called for the 
.| Phnom Penh regime of Heng 
| Samrin to join him as the 
.| fourth partner in his govern- 
. ment following the first phase 
| of Vietnamese withdrawal 
| from Cambodia. And though 
| there seems to be little new in 
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| the proposal, diplomats be- 
| lieve its timing was no doubt in- 
| tended to play upon Hanoi's 
| suspicions that the Soviet 
.| Union will sacrifice its interests 
.| in Cambodia for the sake of 


o 
Lo 


p better relations with China. 
BT — Richard Nations 
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Indian Navy to buy 
second carrier 

India, the only Asian country 
whose navy has an aircraft car- 
rier, will soon acquire a second 
one from Britain: HMS 
Hermes, which last saw action 
during the Falklands War. The 
Indian Navy's first carrier, INS 
Vikrant, was also bought from 
Britain. Thus the navy's two 
fleets — one based in the Ara- 
bian Sea and the other in the 
Bay of Bengal — will have a 
carrier each. After being refit- 
ted, the HMS Hermes would 
cost £50-60 million (US$73-88 
million), considered to be a 
bargain price.  — Mohan Ram 


South Korean film couple 
seeks asylum in the U 


South Korean actress Choe Un 
Hi and her producer husband 
Shin Sang Ok, who made 
movies in North Korea after a 
mysterious disappearance from 
Hongkong eight years ago have 
sought refuge at the US Em- 
bassy in Vienna. According to 
a Japanese eyewitness account, 
the couple dashed into the em- 
bassy building from a taxi on 
13 March. Four days later, the 
US State Department confirm- 
ed they were under US protec- 
tion. 

Choe and Shin were once 
leading cinema figures in South 
Korea and the Seoul govern- 
ment has maintained that they 
were kidnapped by North Ko- 
reans during a visit to Hong- 
kong in 1978, but the couple 
has since been seen living and 
working in Budapest. Adding 
to the mystery surrounding the 
whole affair has been the 
charge by the North Korean 
ambassador to Austria that the 


US kidnapped the couple. 

— Shim Jae Hoon 
Ra clamps down 
on black economy 


In the latest move to curb the 
black economy and official cor- 
ruption, the Burmese Govern- 
ment has passed a law which 
provides for the confiscation of 
“ill-gotten gains." Under the 
new law, an investigation com- 
mittee appointed by the cabinet 
will probe the ownership of any 
movable or immovable prop- 
erty to ascertain if the owner 
has acquired it through *means 
forbidden by law." Based on 
the findings of the committee, 
the cabinet can order confisca- 
tion of the property. However, 
the law also grants the owner 
the right of defence and appeal 
against the committee's find- 
ings. — M. C. Tun 
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Taiwan plans 5% spending 
rise in coming year 

Taiwan's Premier Yu Kuo-hwa 
sent an  NT$433 billion 
(US$11.1 billion) budget to the 
Legislative Yuan for delibera- 
tion on 15 March. If passed in 
its present form, which may 
take up to two months, the 
budget for fiscal 1987 (begin- 
ning on 1 July) would represent 
a 5% increase over the current 
year. Defence and foreign af- 
fairs will again claim the largest 
share, with NT$160 million al- 
located. As usual, the govern- 
ment provided no breakdown 
between the two, but defence 
customarily takes the lion's 
share. The figure is virtually 
unchanged from fiscal 1986, 
but because of the increased 
overall budget actually repre- 
sents a reduced share of spend- 


ing. 

Other major  spendin 
categories include NT$86 bil- 
lion for economic development 
and communications projects, 
up 11%; NT$72 billion for so- 
cial welfare, up 7%, and 
NT$55 billion for education 
and scientific research, a 7% 
increase. — Carl Goldstein 


ADB sets up new unit 
for special loans 
The Asian Development Bank 
(ADB) hasset up a private-sec- 
tor division within its Industry 
and Development Banks De- 
partment to carry out a new 
loan programme for private en- 
terprises — without govern- 
ment guarantees (REVIEW, 7 
Nov. '85). The new facility has 
been allocated up to US$100 
million for its first year (ending 
in November). Loans from the 
fund will range from US$5-30 
million, with interest of 1-1.5 
percentage points above pre- 
vailing ADB loan rates. 

— Jose Galang 


First foreigners' fund 
launched in Taipei 

The first of three new vehicles 
for indirect foreign investment 


in the Taipei stockmarket was | 
launched on 13 March. The} 


Formosa Fund’s foreign 
partners — Interallianz Bank 
Zurich, Hoare. Govett and 
MIM (Asia Pacific), who own 
30% of the new fund — remit- 
ted its full US$25 million sub- 
scription to the domestic man- 
agement company, Kwé&ng 


Hua Securities Investment & 
which immediately 


Trust, 









began to buy into the market. 
The fund thus joins Interna- 
tional Investment Trust Co.’s 
Taiwan (ROC) Fund, which in 
1983 became the first vehicle 
for foreign investment in the 
local market. 

Two . other funds with 
foreign part-ownership, which 
received Securities and Ex- 
change Commission approval 
along with Kwang Hua last 
May, are expected to be 
launched within one to three 
months. — Carl Goldstein 


Burma revises economic 
targets, passes budget 
Like many other Asian coun- 
tries hit by economic slow- 
downs, Burma has revised its 
average annual growth target 
during the new, fifth four-year 
plan (beginning next montl ` 
from the original 6.1% 1 | 
4.5%. The revision, an- 
nounced on 10 March by Dep- 
uty Prime Minister for Plan- 
ning and Finance Tun Tin, fol- 
lowed a Tokyo meeting in 
January of the World Bank- 
coordinated group of donor 
countries. The average annual 
growth during the current plan 
period was officially put at 
5.5%. But this is viewed with 
scepticism in many quarters. 
For the coming fiscal year 
(also beginning next month), 
government expenditure will 
total Kyat 42.2 billion (US$5.8 
billion), according to the 
budget recently passed by the 
People's Assembly. Revenues 
are projected at Kyat 39 bil- 
lion, with the deficit estimated 
at Kyat 3.2 billion — mainly 
due to heavy spending by state 
economic organisations. 


— Paisal Sricharatchany 
Study set for Sydney 
Harbour tunnel 
Japanese construction firm 


Kumagai Gumi Co. and Aus- 
tralian engineers Transfield 
have been given the go-ahead 
by the New South Wales gov- 
ernment to carry out by the end 
of this year a detailed feasibil- 
ity study of a joint proposal to 
build an  A$350 million 
(US$245.6 million) road tunnel 
under Sydney Harbour by Sep- 
tember 1991 (REVIEW, 27 
Feb.). The 2.4-km, four-lane 
tunnel would run just west of 
the 55-year-old Sydney Har- 
bour Bridge, increasigg north- 
south road capacity bQ% 

the study is positive, construc- 
tion would start next year, by 
digging a trench in the harbour 
floor and lowering tunnel sec- 
tions. — Hamish McDonald 
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NORTHROP 


è B Making advanced technology work 
1840 Century Park East, Los Angeles, CA 90067-2199 USA 


FAR EASTERN ECONOMIC REVIEW e 27 MARCH 1986 





11 


it 


Worldwide: 


Tos 


r> 











= REO 
m^ i 


N 


r 
x 





MD PO. URN Ts 


Da E, 








eee eee eee em 





CER SLE 
~ V E -p *w 


Frankfurt, 25.5.—1.6.1986 
He who knows more has a better future ahead of him. 


Fair and travel information, 
admission tickets: 


Australia 


German-Australian Chamber of 


Industry & Commerce Ltd. 
G.P.O. Box 4247 

Sydney, N.S.W. 2001 

Tel.: 29 39 96 

Telex: 25 987 GERCOM AA 


Hong Kong 

World Fair Consultants Ltd. 
& PAC Travel Co. 

Tony Fung 

1/F Tinta House 

44, Wellington Street 
Central Hongkong 

Tel.: 5-226646 

Telex: 64878 PTCL HX 


India 
K. S. Hirlekar Representative 
Western India House 


. Sir Pherozshah Mehta Road 


Bombay 400 001 
Tal.» 2519 31 
Telex: KSHI 011-25.04 


Indonesia 

PT Citra Harapan Abadi 
Permata Hijau 

Blok |, No 14 
Jakarta-Selatan 


Tel.: (021) 54 82 85 3/54 84 560 


Telex: 46369 CHA IA 


Japan 


Zainichi Doitsu Shoko Kaigisho 


Central P.O. Box 588 
Tokyo - 100 - 91 

Tel.: 581-98 81/3 

Telex: J 26229 GERHAKA 


New Zealand 
Fairs of Europe 
P.O Box 30 76 
Auckland 1 
Tel.: 33-039 
Telex: 21883 


Pakistan 

Tariq Brothers 

Plot No. 29, Sector Nr. 28 
Korangi Industrial Area 
Karachi 14 

Tel.: 3104 04 

Telex: 2781 tariq pk 





Whether it's slaughtering or 
processing, packing or selling . 
— nowhere will you be better 
informed about the latest 
developments in the Meat 
Industry than at IFFA in Frank- 
furt. Come and see the most 
modern technology, talk to 
businessmen from all over the 
world and visit our special 
shows: then you will be well 
informed and well equipped 
for the future. 
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ll Messe 
Frankfurt 


Thailand 
German-Thai Chamber 
of Commerce 


Philippines 
G. Magnus - Manufacturers' and 
Fairs' Representative 


P.O. Box 20 75, Manila P.O. Box 17 28 a 
Tel.: 47 89 41 Bangkok 
Telex: 27686 MAGNUS PH Tel.: 2339113 
Telex: 82836 GTCC TH 
Singapore x 
Moneta Investments Pte. Ltd. ? 
17 Phillip Street 
09-00 Grand Building 
Singapore 0104 . 
Tel.: 914 800 
Telex: 55046 Ih chan For further information: 
South Korea Messe Frankfurt GmbH ® 
Korean-German Chamber POB 97 0126 
of Commerce and Industry D-6000 
C.P.O. Box 49 63,Seoul Frankfurt am Main 97 
Tel.: (02) 7761546-9 West Germany . 
Telex: dkihk k22640 Tel.: (069) 75 75-0 
Telex: 4 11558 messe d 
Taiwan 
Deutsches Wirtschaftsbüro en, 


Jade Phoenix Bldg. 1516 
Grand Hotel 

Taipei 

Tel.: (02) 5964271 
Telex: 26226 GERTRADE 
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| Peng has been 
forced to make a 
self-criticism after 
his stopover in 
Moscow to meet 
Soviet leader 
Mikhail | 
Gorbachov last 
December, 
because the meeting had not been 
cleared by Peking. The sources say a 
firm directive has been issued banning 
unauthorised trips to the Soviet 
Union by ranking officials. The 
invitation to meet Gorbachov had 
been extended direct to Li, who is 
a Russian speaker, during his 
'heduled trip to France, 
vzechoslovakia and Bulgaria. 
However, some diplomats are _ 
treating the report with reserve on 
the grounds that it may be a way for 
Peking to excuse the failure of Li’s 
mission. 


MORE FIGHTER POWER | 


The South Korean air force will take 
delivery of its first two advanced | 
General Dynamics F16 fighters on 15 


THE WEEK 


AFGHANISTAN | 
Sixteen Afghan refugees were killed and 
11 injured when two vans blew up after run- 
ning over a mine near Sadda, western Pakis- 
tan, close to the border with Afghanistan, of- 
ficials in Pakistan said (76 Mar.). | 


HINA | 
Vice-Premier Li Peng held talks with 
Soviet First Deputy Premier Ivan Arkhipov 
fn the first meeting of the Sino-Soviet com- 
mission on economic, trade, scientific and 
technological cooperation (76 Mar.). Chen 
Muhua, governor of the People's Bank of 
China, was appointed Chinese governor to 
the Asian Development Bank, it was an- 
nounced (17 Mar.). 


HONGKONG | 
Tee British and Chinese governments 
agreed, at the end of the third meeting of the 
Joint Liaison Group, on a formula for Hong- 
kong's continued participation in the Gen- 
eral Agreement on Tariffs and Trade after 
1997 (14 Mar.). 


INDIA ín 

The f'ongress party named Home Minis- 
Jg Chavan to replace the chief minister 
of Maharashtra state who resigned over an 
exam scandal (12 Mar.). Three people were 
beaten to dĉath and six seriously injur&d by a 
crowd who attacked a group of people in 
Malda district of West Bengal who crossed 
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April. The aircraft, part of an order 
of 40 C and D models equipped with 
state-of-the-art avionics and weapons 
systems, will be stationed at Taegu 
Airbase and will take over the 
country's frontline combat role from 
McDonnell Douglas F4 Phantom jets. 
A sophisticated maintenance facility 
has already been prepared at Taegu 
to handle the new aircraft. The F16s 
are considered to be more than a 
match for the North Korean MiG23s. 


DIPLOMATIC THAIS 


The Thai Foreign Ministry's 
permanent secretary, Arsa Sarasin, is 
to be named his country's ambassador 
to Washington later this year. The 
current ambassador, Kasem 
Kasemsiri, will return to the Foreign 
Ministry in a senior position. 


SOVIETS, KEEP OFF 


After going off the air for nearly nine 
months, the clandestine Burma 
Communist Party (BCP) radio, Voice 
of People Burma (VOPB) resumed 
broadcasting on 31 January. Said to 
be a mobile station operating from 
BCP headquarters on the Burmese- 
Chinese border, the station fell silent 
after Burmese strongman Ne Win 
visited Peking last May. The 


into India from Bangladesh, the Press Trust 
of India reported (76 Mar.). 


INDONESIA 

New Zealand Prime Minister David 
Lange arrived on the first part of an Asian 
tour (77 Mar.). 


MALAYSIA 

Two women died in fires set by arsonists 
and at least three bombs exploded in Sabah 
as tension mounted between Muslims and 
Christians, it was reported (73 Mar.). More 
than 1,000 Muslims defied the Christian- 
dominated government in Sabah and 
marched through the capital of Kota 
Kinabalu. Riot troops were deployed in the 
state. Deputy Prime Minister Datuk Musa 
Hitam said he had withdrawn his resignation 
as deputy president of the United Malays 
National Organisation to prevent further 
split in party ranks (74 Mar.). Police de- 
tained 706 people in Sabah, mainly foreign- 
ers, and were interrogating eight bombing 
suspects (75 Mar.). Fresh bomb attacks were 
reported in Kota Kinabalu (76 Mar.). Police 
fired tear gas to disperse more than 2,000 
Muslim opposition supporters who marched 
on the High Court in Kota Kinabalu as it 
threw out part of a writ seeking to stop elec- 
tions in Sabah (17 Mar.). One person was 
killed and three policemen were wounded 
when three bombs exploded in Sandakan, 
Sabah; police said (78 Mar.). | 





resumption of VOPB broadcasts is 
seen by some Rangoon-based > 

diplomats as signifying Peking's 3 
attempt to keep the BCP alive andto | 
prevent it from being pulled into the | 
Soviet orbit. 


GATT GATE OPEN 


Hongkong's new status in Gatt asa 
separate customs territory with full — | 
autonomy in external trade matters is | 
purely a formality and does not 
require consent of other contracting 
parties in Gatt. This is because the — — 
new arrangement will not upset the _ 

“balance of rights and obligations" of | 
other members (page 23). . y 


WESTWARD BOUND P 
Burma's ageing strongman Ne Win is | 
scheduled to leave on a trip to 2 
Western Europe in early April. Like — 
many of his recent trips, which have — | 
become an annual feature, this 2-1 
journey will serve the dual purpose of — | 
a medical check-up in Vienna and | 
possibly the purchase of small arms 

and ammunition from West M 
Germany. While the bulk ofthe — — | 
Burmese army is equipped with West | 
German G-3 assault rifles, outdated | 
weapons are still in use which could | 
be replaced with West German arms. — 












PAKISTAN | E 

About 300 demonstrators attacked Hindu — 
shops and a police station in Sindh, injuring — 
five policemen, to protest against the recent 
reopening of a former mosque in India as a j 
Hindu temple, an official statement said (75 | 
Mar.). E 
PHILIPPINES E 

The new government froze bank accounts - | 
in the Philippines of Ferdinand Marcos and | 
his associates (/3 Mar.). The former chief 
the armed forces, Gen. Fabian Ver, wassub- | 
poenaed in a US investigation into military 
aid to the Philippines, the US Defence De- | 
partment said (/4 Mar.). T a 


SINGAPORE m" 

Police were searching for 100 people — 
buried alive after the six-storey Hotel New - 
World collapsed (75 Mar. ). a 


SOUTH KOREA es nt. 
At least 30 students threw stones and pet- - 
rol bombs at riot police who entered the 
grounds of Seoul University during protests — 
against the government of President Chun - 
Doo Hwan, witnesses said (72 Mar.). Anti- - 
government demonstrations broke, out ir a 
two major campuses in Seoul (14 Mar.). - 
More than 1,000 clergymen have joined an . 
opposition campaighurging Chun to rewrite — 
the constitution and allow direct presidential - 
elections (17 Mar.). e. 


| 





Sabah opposition tries to force a state of emergency 


| p" Suhaini Aznam in Kota Kinabalu 


spate of bombings, arson, political 
AA marches and the occupation of the 
E Sabah state mosque by opposition dem- 
. onstrators has left three dead and ten- 


| Sion in the state at a dangerously high 
level. 


With Sabah's opposition. parties 


_ grimly determined that the federal gov- 


 ernment must intervene — either b 
. forcing a coalition government in Saba 
- or by declaring a state of emergency and 
establishing direct rule, the battle be- 


3 tween the state's rival political parties 
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. has gained religious and ethnic dimen- 
sions. 
After nearly a week of violence — 


| | for which the opposition United Sabah 


| National Organisation (Usno) 


| | staunchly denies responsibility — Ma- 
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laysian Prime Minister Datuk Seri 
Mahathir Mohamad remained un- 
. moved and assured Sabah Chief Minis- 
ter Datuk Joseph Pairin Kitingan in a 
. private discussion on 17 March that he 
. had no intention of imposing emergency 
. rule. Even more significantly, Mahathir 
. also announced his intentions to visit 
= Sabah in April — for the first time since 
-Pairin s Parti Bersatu Sabah (PBS) took 
over last year — widely read as a sign of 
 Mahathir's tacit acknowledgment of 


| PBSrule. 


d 


The political upheaval began two 


T weeks after the state governor dissolved 


| 
| 
m 


the state legislative assembly on 26 Feb- 
| ruary — after only 10 months of rule by 
the government. In requesting the dis- 
- solution, Pairin hoped that a clear man- 


| date from the people would settle the 


4 T 


power dispute once and for all 
BiBsvrew, 13 Mar.). 
The opposition alliance of Usno and 
the previously dominant Berjaya party 
furious. Pairin's pre-emptive move 


Eh chad effectively robbed them of a chance 


(8 o gain a majority through a coalition in 
“the assembly, a goal almost within their 
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grasp when four PBS assemblymen de- 
fected from the party — two to reacti- 
vate the almost defunct Pasok, a Kada- 


| | zan-based party, and the other two to 


S 


found a new Chinese party, the Parti 
prins Sabah. 

- Thus on 12'Márch, as a decision on 
€ an application fór an injunction against 


; E the dissolution of assembly was due to 
| beheard in the High Court, 3,000 Usno 
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supporters gathered outside the court- 


m house shouting anti-PBS slogans. Ear- 


- lie er 'tháf morning, Oå series of home- 

made bombs had: thurled at several 
Easy trol'stations. Although Usno denies 
ad connection with the bombings, the 
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demonstrations were openly organised 
by the party. 

The court postponed delivering a de- 
cision that day, but the injunction was 
subsequently dismissed on 17 March. 
Although the court decision is under ap- 
peal, the election commission is expect- 
ed to announce a polling date on 26 
March. 

In protest against the Christian-led, 
Kadazan-based PBS's move, 2-3,000 
Muslims have camped at the state mos- 
que in Kota Kinabalu since 14 March — 
eating, sleeping and praying there while 
waiting for further instructions from 
Usno leaders. After Friday prayers that 
day, about 1,000 of them marched to 
Usno president Tun Mustapha Datuk 
Harun's house in a show of support, 
even though he was in Kuala Lumpur. 

Sporadic, though minor explosions 
kept the town jumpy, and shops have 
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been closing early every day. Reinforce- 
ments of six additional units of Public 
Order Riot Units and another Federal 
Reserve Unit were flown in to beef up 
the Kota Kinabalu forces. 

In Tawau, on Sabah's east coast, two 
women died in a fire believed to have 
been started by arsonists, while more 
explosions and two more Usno marches 
kept the town nervous. As a stalemate 
seemed to hang over Kota Kinabalu, 
the action moved to the port town of 
Sandakan, where in the early hours of 
18 March, one of three explosions killed 
a newsvendor. 

The most emotive manifestation of 
open hostilities, however, took place 
before dawn on 13 March when six 
crosses were sprayed in red on the fence 
surrounding the mosque compound. 


Usno supporters at Kota e religious legitimacy. 


Bombs and ballots 


Recognising their inflammatory poten- 
tial, police ordered them hastily scrub- 
bed off. But the damage was done. 
When a Chinese Muslim convert 
walked into the mosque grounds two 
days later, he was beaten up before 
other Muslims rescued him and took 
him into the mosque for safety. 

Usno has blamed the PBS' Christian 
Kadazan followers for painting the 
crosses, but Pairin has strenuously de- 
nied this, saying it was an attempt to 
label his party as anti-Islam — a claim 
made on one of the banners displayed 
on the mosque grounds which the poli 
removed. 

"To me it is sacrilegious to desecrate 
any religious building," Pairin said. But 
allegations by PBS members that Usno 
itself had paid someone to paint the 
crosses were also strenuously de- 
nied. *No Muslim would allow, much 
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less ask, his mosque to be offended," 
declared Usno information chief Datak 
Yahya Lampong. 


S) y choosing a mosque as their base of 
operations, Usno gained both politi- 
cal sanctuary and religious legitimacy. 
The police cannot drive people away 
from a mosque as they could be accused 
of interfering with freedom of worship. 
Usno supporters were also confident 
that the police would not fire anything 
stronger than tear gas as this would only . 
invoke images of another “Mengali inci- 
dent,” in which 18 people died à a clash, 
between police and followers of - 
lim teacher. But equally importantly, 
the sanctity of a mosque left their ac- 
tions the sense of a holy cause, vital to 
Usno’s emotive appeal. 
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stems from what it claimed was th 
breaking by Pairin of a pre-election 
pact, signed between Usno and PBS just 
a week before the state elections last 
April, to form a coalition government. 
Pairin maintains the written pact was to 
become operative only in the case that 
no single party won a clear majority — a 
proviso which was not stated in print but 
was understood as a gentlemen's agree- 
ment, he said. 

In any case, Usno feels cheated of a 
chance to share power. The PBS argues 
that it is the democratically elected gov- 
ernment, as the party with the largest 
number of seats in the assembly when 
results came in — 25 out of 48, to Usno's 
16, Berjaya's six and Pasok's one. But 
Usno contends that PBS is too greedy 
and unwilling to share real power with 
the Muslims and Chinese in the state. 

Usno has thus long agitated for a co- 
alition — an idea encouraged by the fed- 
eral government — but which the PBS 
‘ias steadfastly opposed. The attitude 

imong the rank and file within each 
party is telling. Each refers to the other 
as the opposition. One reason for this is 
that while Berjaya is out of power in 
Sabah, it is a member of the ruling fed- 
eral National Front, while PBS rules 
Sabah but is technically an opposition 
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Police tear gas demonstrators: high le 


party nationally though it has applied to 
join the front. Usno is a former member 
of the front. 

Pairin has accused the Usno-Berjaya 
alliance of being "scared to face elec- 
tions," despite their bravado. And in- 
deed several locals feel that by their own 
actións, Usno and Berjaya are actually 
helping to boost Pairin's image among 
voters as something of a political martyr. 

Apart from a straight power contest 
between political parties and individual 
leaders aspiring for positions, the strug- 
gle has also drawn in ethno-religious 
rivalryfcentred on economic concerns. 

see han one Peninsular Malaysian re- 
sident in Sabah has cited a few cases of 
Muslims being sacked or transfered by 
the PBS government. “Muslims will be 
finished if the federal government 
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were issued transfer letters in what PBS 
claims to be regular transfers. Usno says 
that only three out of 180 state scholar- 
ships were given to Muslim students last 
year. 

Pairin has denied these allegations of 
victimisation of Muslims and has shown 
his own lists to Mahathir. On the issue 
of scholarships at least, Pairin coun- 
tered that 80 scholarships went to Mus- 
lims, 71 to the various Kadazan groups 
and 29 to Chinese. 


N ot all Sabah Muslims approve 
of the events taking place. Some 
local Muslims are upset at the political 
use of the mosque and complain that it 
has become something of a campsite for 
unemployed Filipino youths whom they 
allege are paid M$10 (US$4) a day. 
Certainly Usno leaders organised food 
and drink for their supporters. Some of 
the Filipinos denied being paid; others 
remained silent. 

Mustapha. is still very much the 
crowd-puller, a figure-head leader the 
second-echeleon organisers desperately 
need to sustain the momentum. When 
Mustapha arrived four hours late at the 
mosque for a political talk on 15 March, 
the crowd had not ebbed and he was 


greeted with rousing shouts of *Allahu 
akbar!” (God is great). 

For many of the Filipinos, their pre- 
sence is a matter of paying an old debt, 
made deeper by kinship ties. Mustapha 
is of Sulu stock, as are many of the 
Filipino Muslims who found their way to 
Sabah more than 10 years ago — during 
Mustapha's time as chief minister. Most 
have become Malaysian citizens and 
successfully set up some kind of trade 
here. With the slumpin the construction 
industry, many of the youths who work 
as contract labourers are now un- 
employed and are, therefore, only too 
willing to vent their anger on the PBS, 
whom they see as the cause of their hard 
times. They complain they are less well 
off now than under Mustapha's rule. 

The level of Usno's local Muslim 
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| past three months, 19 district officers | 
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cause police erected road blocks on all | 


approach roads to prevent reinforce- | — 
ments from Usno strongholds in Kudat | 
and Kota Belud from descending onthe |. 
capital. Certainly, the demonstrations | 
were dominated by Filipino youths, and — 
privately, oge or two Usno-Berjaya . 
leaders were themselves afraid that the 
crowd could get out of hand. Police de- | 
tained 706 foreigners, most of them be- | 
lieved to be Filipinos, for loitering. A © 
total of 111 did not have proper docu- — 
ments. = 
Discipline among the ranks has been | 
vital in maintaining the peace —and for | 
the PBS, crucial in avoiding a confron- 
tation that would provide the federal | 
government with the excuse to declare - 
an emergency. Thus the PBS had to © 
keep its Kadazan supporters under con- — 
trol, and well away from the hub of | 
Usno's provocations. COM 
But just how long the Usno stamina | 
can last is increasingly doubtful. After | 
several days, the crowd appeared weary — 
of just waiting around for some sign - 
from the leaders, as much as the lead- 
ers appeared increasingly worried that | 
no breakthrough from Kuala Lumpur | 
seemed forthcoming. CJ 
Mahathir's assurance to Pairin of no | 
declaration of an emergency calmed | 
PBS supporters at least, as well as an- — 
xious shopkeepers and businessmen ~ 
who had seen very little business. | 
Emergency rule would throw the econ- 
omy into even further decline. E 
For the PBS, emergency rule would ~ 
mean direct rule by the federal govern- | 
ment and an obvious loss of its hold on — 
the state in the short term and perhaps - | 
even thereafter. When emergency rule © 
was declared in Kelantan in November — 
1977, and later lifted to allow elections — 
in March 1978, the opposition Parti | 
Islam (Pas) lost the state to the National | 
Front and has never recovered it. E 
Although PBS’ position is not identi- | 
cal to that of Pas, an emergency would | 
give the opposition a chance to under- | 
mine its power base and offer a chance | 
of a return of the old parties. Already, | 
rumours are growing that Berjaya's | 
Datuk Harris Salleh, the former chief — 
minister defeated by Pairin, is helping . 
finance the present campaign and hopes | 
to contest a seat, possibly with a viewto | 
returning as chief minister. A United | 
Malays National Organisation insiderin | 
Kuala Lumpur explained that Mus- 
tapha would be totally unacceptable to — 
the dominant member of the National : 
Front. E 
But even as PBS members sighed — 
with relief at Mahathir's unequivoca 
stand, observers noted that he really 
had no choice. Facing possible nation- : 
wide elections within months, and many _ 
other. political problems, Mahathir 
could not afford to play into the hands 
of peninsular opposition parties by ap- 
pearing anything but impartial and fair- 
in Sabah. o 
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A lull in the storm 


The 2Ms minimise gaps but a contest looks certain 


By Suhaini Aznam in Kuala Lumpur 


E mersine barely scathed from the 
United Malays National Organisa- 
tion (Umno) leadership crisis, former 
deputy prime minister Datuk Musa 
Hitam again proved that he held the 
wild card. Wheri the party's four-man 
peace delegation returned form London 
on 14 March after a series of meetings 
with Musa, it was with news that Musa 
had agreed to retain the post of Umno 
deputy president, though he followed 
through with his resignations from the 
posts of deputy prime minister and 
home affairs minister. 

The delegation was greeted by two 
Johor luminaries closely identified with 
Musa: a beaming Federal Territory 
Minister Datuk Shahrir Abdul Samad 
and Deputy Trade and Industry Minis- 
ter Muhyuddin Yassin. As Musa's state- 
ment was read out, other Johor del- 
egates shouted “Hidup Musa!” (Long 
live Musa). 

After the surprising turn of events, 
the leadership crisis within Malaysia’s 
dominant Malay party then lapsed into 
silence. Prime Minister Datuk Seri 
Mahathir Mohamad responded briefly 
that he was glad Musa had retained 
Umno's deputy presidency but stressed 
that party unity had at no time been 
threatened by Musa's resignation, ten- 
dered on 27 February. The four chief 
ministers who, as mediators, had held 
the public eye, returned quietly to their 
home states. 

The Umno Supreme Council meet- 
ing that was supposed to have been held 
on 15 March was postponed by a week 
and to all intents, all the actors involved 
tried to diffuse what had loomed as a po- 
tential national crisis by keeping a low 
profile. Musa himself is not due to re- 
turn until much later, though he will cer- 
tainly be back for a second Supreme 
Council meeting scheduled for 15 
May. 

But observers are already shak- 
ing their heads at the prospect of 
a major contest for the Umno presi- 
E in 1987, when party elections are 

ue. 

Umno's top post has never been seri- 
ously challenged in the party's entire 
history. Given the keener competi- 
tion and growing sophistication of 
Umno politicians, a battle royal will be 
inevitable, predicted several Malay ob- 
servers. 

Yet for now at least, there seems to 
be a real effort at keeping party unity. 
Apart from soothing injured feelings 
and mending a dangerous rift within the 
party itself, the prospect of a general 
election in the next few months makes 
unity imperative. 

Musa himself, in his statement read 
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out by delegation chief Datuk Amar 
Wan Mokhtar Ahmad, the chief minis- 
ter of Trengganu, said: “I have never 
planned to topple Mahathir. Instead my 
record can prove that I have worked 
seriously to ensure that his leadership 
was effective." 

Answering muffled speculations 
over the date his resignation was to have 
come into effect — on 16 March, two 
and a half weeks after it was tendered — 
Musa explained that this was merely to 
give Mahathir time to look for a replace- 
ment. “There were no other motives,” 
he said, in tacit reference to theories 
that his resignation was merely a threat 
which he did not intend to carry out, or 
that he had actually planned for some 
kind of showdown before the date 
which had never transpired. 

He then urged all Umno members 
“who sympathised with me or other- 
wise” to stop their mutual recrimina- 
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Musa; Ghafar: a compromise. 


tions and to *set aside whatever differ- 
ences of opinions" they held. “All of us 
should close ranks in facing the current 
challenges, particularly in the context 
of the coming general election," he 
added. 


[oes more than ever, Musa must 
prove his loyalty to party interests if he 
is to sustain his image as the. injured 
hero. 

In particular, Musa must ensure that 
he delivers the Johor votes intact — the 
state considered to be Umno's cradle — 
as any erosion in the Johor turnout, or, 
for that matter, in less well-defined 
areas in other states identified with him, 
would most certainly be viewed as delib- 
erate sabotage. 
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At the same time, rumours are grow- 
ing stronger that Trade and Industry 
Minister Tunku Razaleigh Hamzah, 
Musa’s rival in two previous party elec- 
tions, is quietly surveying the political 
terrain for a possible comeback, proba- 
bly to make a third bid for the deputy 
presidency. 

The question now is who will act as 
deputy prime minister, as the position is 
by tradition, always held by the Umno 
deputy president. In the Umno tradi- 
tion of compromise and minimising of- 
fence, Umno vice-president Ghafar 
Baba's name has been bandied abqut as 
the logical choice for interim deputy 
prime minister, hinted an Umno aide. 
Ghafar has seniority and has remained 
in the background during the crisis; in 
fact he was abroad at the time the crisis 
broke. 

He also has the advantage of being 
secretary-general of the ruling National 
Front coalition — of which Umno is the 
dominant partner — whom Mahathir 
appointed to patch up the two-ye; 
leadership rift in the Malaysian Chine: 
Association, another National Front 
partner. Mahathir himself has refused 
to be drawn on this subject. 

But despite attempts to 
normalise the situation, at 
least in the public eye, many 
Malaysians still wonder how 
Mahathir and Musa will be 
able to ignore recent differ- 
ences and work together in 
the party. If Mahathir had 
really worried about Musa 
before, he should worry even 
more now that Musa is free 
from government duties and 
able to move around the 
country as Umno deputy pre- 
sident, pointed out a Malay 
political observer. 

A hint of the eventual con- 
flict may be seen in the 
number of anonymous, 
poison-pen letters flyin- 
around town, attacking no 
only Musa but also Umno fig- 
ures associated with him. Naw 
tional Front leaders from 
other component parties 
have also been conspicuously silent on « 
Musa's decision — in Malaysian poli- 
tics, a tacit indication of their reluct- 
ance to take sides and therefore ac- 
knowledgment that a rift continued to 
exist. 

Musa's move was smart, said ofhers. 
He still has access to the party machin- 
ery and can justify trips to the various 
Umno divisions in his party capacity. 
Yet, he is freer to criticise the govern- 
ment now, if he wants to. 

Yet Mahathir too has gained a slight 
advantage in terms of nationi influ- a 
ence. Already holding the c 
portfolio and controlling the military, 
Mahathir is now acting home affairs 
minister, which gives him control over 
the police as well. u 
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Expertise 


The mark of an outstanding bank 





In foreign exchange, precious metals, money 
and capital markets, you want specifics. 
The kind of specifics only a good bank with pro- 


. found expertise can provide. 


UBS - the expert bank. 










Branch Offices in Asia Union Bank of Switzerland 
=+ Union Bank of Switzerland 50 Raffles Place # 38-01 
13th Floor, Gloucester Tower Shell Tower 
- 11 Pedder Street Singapore 0104 
Hong Kong Consultant for India Union Bank 
Union Bank qf Switzerland Creditgapital Finance Corp. Ltd. i 
Yurakucho Building Marcher Bankers Head Office G of Switzerland 
10-1, Yurakucho 1-chome Allahabad Building Union Bank of Switzerland 
Chiyoda-ku Apollo Street Bahnhofstrasse 45 


Tokyo 100/Japan Bombay 400 023 /4ndia CH-8021 Zurich 


Torture on the 


o your computers work at sea? Not long ago, the Wal- 

lenius Lines of Sweden asked Sperry this question. 

A Wallenius ship carries almost a million U.S. dollars’ 
worth of spare parts. Onboard computers would free some of 
this capital and rationalize maintenance. 

But not any old computers. Wallenius wanted a system 
that allowed the crew to generate their own applications, and 
that could be serviced in Japan, Europe and North America. 
Their choice: Sperry's Mapper system. 

The question remained, could the Mapper hardware and 
software survive an Atlantic winter storm? 

It became Sperry engineer Mat Lindfors' job to find out. 
And he did. The hard way. 


Sermo! 





1. The Wallenius Lines ship vehicles. 800,000 cars, 


trucks and other wheeled cargo a year on 30 ships 
make them the world’s fourth largest company in the 
business. 





2. The biggest Wallenius trade routes are Europe - 3. At midnight on January 19, 1984, a Wallenius ship left 
U.S.A. and Japan - Europe. The value of one RoRo Gothenburg, Sweden, with Mats Lindfors and a Map- 
ship with a full cargo is a staggering 125 million per computer onboard. Destination: Port Elisabeth, 
U.S. dollars. U.S.A. 





4. “It was going to be a critical first Atlantic crossing for 9. Docking in Rotterdam put the computer through its 4 
both me and Mapper,” says Mats Lindfors. “The out- first ordeal. The bow propellers dimmed the interior 
come would determine the sale of 13 computer lighting, but Mapper ddn't seem to notice. B 


systems. " 


'>rth Atlantic. 





6. Salt and damp didn't bother the Sperry equipment 7. Soon the wind picked up and the Atlantic grew mean. 
either. Nor did the ship's vibrations. Mats Lindfors The ship began to pitch and roll. On the third day, the 
ran his daily test programs, unaware of what lay storm reached force 11, close to a hurricane. 
ahead. 





8. 55-knot winds whipped up 40-foot waves. The autopi- 9. The only one to ride out the storm unmoved seemed 
lot ceased to function. In his cabin Mats Lindfors lay to be Mapper. Wallenius signed the Sperry order and a 
stricken by seasickness. hectic period of development work and crew educa- 


tion began. 





10. Today, a third of the crew works with the Sperry sys- 11. Wallenius are first in the world with a ship-based, 
tem onboard ship. Mapper lets them go on building multi-user computer system. The next step: 5perry 
and trying out new applications without having to be ship-to-shore computer communications via satellite. 


programmers. 


Sperry offers you tl ? 





MAINFRAME COMPUTERS. In 1951, Sperry delivered the 
world’s first commercial computer. Today, we have the 
second largest base of installed mainframes in the world. 





NETWORKS. Sperry built airline and bank networks as early 


as 1964. We can connect with small computers, big com- 
puters and even non-Sperry computers. 


Index DOS Finish 


MAPPER. Do you want to develop your own application? 
This end-user language can turn you into a programmer in 
no time. 250,000 people around the world use it. 








Micro COMPUTERS. Our fastest growth — 58% last year - 
is in micro computers, from multi-user PCs up to super- 
micros more powerful than our smallest mainframes. 





OFFICE AUTOMATION. In the overcrowded battle for the 
desktop, Sperry has already captured a significant share of 
the market for integrated office systems — more than most 
"specialists". 
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FINANCIAL STRENGTHS. Orders and shipments of Sperry 
computers are at a record high. Over the last three years, 
our revenues grew by 30% and profits tripled. 


“rst real alternative. 


INDUSTRY STANDARDS. A standard operating system like 
UNIX™ lets machines from competing suppliers work 
together. Sperry computers, from PC to mainframe, run 
UNIX. 





SALES AND SUPPORT. Sperry’s products are sold and ser- 
viced by 31,000 people in 50 countries. Last year, 51,000 
users were educated at 36 Sperry Training Centres. 


Asia. Sperry is one of South-East Asia's largest computer 
suppliers with subsidiaries in Hong Kong and Singapore 
and distributors throughout the region. 

e 








TECHNOLOGY. Sperry invests 12% of turnover in R&D - 
highest in the industry. One of last year’s 463 projects was 
to make a PC work with Chinese characters. 





INDUSTRY CENTRES. These 11 international centres create 
special applications in areas like manufacturing, banking, 
airlines and artificial intelligence. 


ompanies don’t do business, people do. 

Right now there is a group of Sperry persons waiting 

to hear from you. Just drop us a line or call, and we 
will send you information about our company and the 
products we sell. 

Our customers include Cathay Pacific Airways, Telecom- 
munications Authority of Singapore, Hong Kong Telephone 
Company, Standard Chartered Bank and Banque Indosuez. 

Whatever your computer problem is, our people are 
interested in listening to you. 

Sperry Ltd., 36/F Sun Hung Kai Centre, Harbour Road, 
Hong Kong. Telephone: (852) 5-749 311. 

Sperry (Pte) Ltd.. 07-01 The Octagon, 105 Cecil Street, 
Singapore. Telephone: (65) 224 8333. 
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UNIX™ is a trademark of AT&T Bell Laboratories. 


IN SINGAPORE, KUALA LUMPUR 
AND NOW IN BANGKOK. 
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SHANGRI-LA 
SINGAPORE 


SHANGRI-LA 
KUALA LUMPUR 
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Amidst the unrivalled surroundings of South East Asia 
there’s no finer hotel than the Shangri-La. 
In Singapore and Kuala Lumpur we already offer the 
ultimate in service and luxury. 

And now, by Bangkok’s famous River of Kings, a new 
Shangri-La is open, bringing first class 
accommodation to the very heart of Thailand’s capital. 
In exotic South East Asia, where else but the Shangri-La. 


WHERE ELSE BUT THE SHANGRI-LA. 
B ShangriLa hotel 


SHANGRI-LA INTERNATIONAL HOTELS 


Shangri-La International: Hong Kong (5) 242 367 * Singapore 338 3300 
* Kuala Lumpur (03) 248 6536 * Australia Std free (008) 222 448 ¢ London (Q1) 581 4217 * Tokyo (03) 667 7744 
e USA & Canada (800) 457 5050 è Utell 


Shangri-La Singapore. Shangri-La Kuala Lumpur. Shangri-La Bangkok. Shangri-La Beijing (1987). 
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Push comes to shove 


China agrees to Hongkong's separate status in Gatt 


By Emily Lau in Hongkong 


pu has made important conces- 
sions on Hongkong's continued 
participation in the General Agreement 
on Tariffs and Trade, which governs 
Hongkong's export quotas, as well as on 
the endorsement of British-issued pass- 
ports to certify the right of abode in the 
territory. 

The agreements and others were 
reached at the third round of meetings 
of the Sino-British Joint Liaison Group 
(JLG) in Hongkong between 11 and 14 
March, which saw Peking appearing to 
take a less obstinate line on several is- 
sues. 

It is understood Britain and China 

ie agreed to recommend that Hong- 
kong should continue to participate in 
Gatt as a separate and autonomous cus- 
toms territory, independent of Britain 
or China, and that Hongkong would re- 
tain such a status after 1997, when it be- 
comes a Chinese special administrative 
region (SAR) with a high degree of au- 
tonomy. 

. Officials on both sides refused to dis- 
close the Gatt formula worked out, but 
were confident it would be acceptable to 
the Gatt secretariat and Hongkong's 
major trading partners. 

At present Hongkong enjoys Gatt 
membership under the British um- 
brella. China is a founding member of 
Gatt but has not occupied its seat since 
the communists came to power in 1949. 
It is understood the Chinese had origi- 
nally proposed that, since China is re- 
applying to occupy its Gatt seat, the 
SAR should simply switch from the Bri- 
tish to the Chinese “team” in Gatt. 

Britain was against this, not only be- 
cause of the time it would take for China 
to become a Gatt member, but also be- 
use Hongkong's economic affairs 
might get tangled up with those of 
hina’s, thus hurting Hongkong’s in- 
terests and undermining Hongkong’s 
reedom to maintain and develop its 
wn economic and trade relations, a 
ion in the joint declaration. In- 
he British have proposed that 
should participate as a non- 
ember which has full autonomy 
terial trade and is a separate and 
onomQus customs territory. 

It is ufiderstood the arrangement in- 
volved Šritain declaring Hongkong a 
separafe customs territory (which it al- 
ready is) and that Hongkong has full au- 
tonomy in the conduct of all its external 
economic relations. The director-gen- 
eral of the Federation of Hongkong n- 

dustries Lawrence Mills, a former direc- 
| tor of trade, said Hongkong already en- 
. Joys de facto economic autonomy, and 

















the declaration would mean Hongkong 
has de jure autonomy as well. 

The last time Britain interfered with 
Hongkong's external economic affairs 
was during the Falklands War in 1982, 
when Hongkong was forced to follow 
Britain's lead in banning imports from 
Argentina. 

It is believed the Chinese Govern- 
ment objected to giving Hongkong full 
economic autonomy, which to them was 
tantamount to economic independence 
and could possibly be seen as an infringe- 
ment on Chinese sovereignty. But Pe- 
king finally agreed to the British propo- 
sal after three rounds of talks. Because 
of this, a source said Hongkong's con- 
tinued participation in Gatt did not de- 
pend on China resuming its Gatt mem- 
bership. 

The local communist organ Wen Wei 
Po said the Chinese concession should 





JLG leaders: concessions. 


be seen as a sign of Peking's flexibility in 
dealing with Hongkong issues and 
should boost confidence. But a Hong- 
kong Government source said the 
Chinese *were making a virtue out of 
necessity." 


7: source said the Chinese were pre- 
pared to listen to quiet persuasion, 
as has been proven by the work done in 
the Land Commission — set up to 
monitor the sale of land during the 
transition period — but said it had taken 
much longer than the British would 
have liked. “It has taken three rounds of 
negotiations and much time and energy 
are expended as a result . . . We hope 
the Chinese will begin to take things 
from.the British on trust, instead of 
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pushing and shoving all the time," he 
said. 

Now that agreement has been 
reached by Britain and China, the two 
countries will inform and consult the 
Gatt secretariat and Hongkong's other 
major trading partners. A decision on 
Hongkong's new Gatt status could be 
reached in the next few weeks. Mills 
said the mechanics of Hongkong assum- 
ing the status should simply require 
notification to Gatt. It will also require a 
constitutional change in that Hongkong 
will have to stop relying on Britain for 
economic representation in third coun- 


tries. But this should not pose a problem > 


because Hongkong is already represent- 


ed by its staff in countries which are 


the territory's important trading part- 
ners. 


Besides arrangements on Gatt, Bri- 


tain and China also agreed to allow a 
right of abode endorsement on the 
proposed British National Overseas 
(BNO) passports which will replace the 
present Hongkong British Dependent 
Territories Citizen passports after 1997. 
In order for the BNO passports to be ac- 
ceptable to third countries, the Chinese 
have agreed to a British proposal for the 
following endorsement: *The holder of 
this passport has Hongkong 
permanent identity card No. 
— which states the holder has 
the right of abode in Hong- 
kong." A Hongkong Govern- 
ment source said the Chinese 
conceded because they know 
the BNO passport would be 
worthless without the en- 
dorsement and they do not 
want to be blamed. 

China has further agreed 
to allow identity cards issued 
by the Hongkong Govern- 
ment before 1 July 1997 to be 
continue to be used until they 
are replaced by identity cards 
issued by the SAR govern- 
ment. For the purposes of the 
BNO passport endorsement, 
the identity cards will specify 
the holder has right of abode 
in Hongkong. 

China has also agreed to 
allow Certificates of Identity — travel 
documents used by non-British Hong- 
kong citizens — issued by the Hong- 
kong Government before 1 July 1997 to 
continue to be used as a transitional ar- 
rangement. 

The two countries also decided to set 
up in Hongkong a sub-group of experts 
to look into the question of interna- 
tional rights and obligations affecting 
Hongkong. The group will work out a 
priority list for the hundreds of treaties 
and agreements affecting Hongkong 
and work on them accordingly. The two 
sides also held preliminary discussion 
on the establishment of a Hongkong 
shipping registry. Both sides said the 
sensitive subject of political changes in 
Hongkong was not discussed. oO 
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Commuters waiting for JNR's bullet train: colossal loss-maker. 


JAPAN 


Betting on the railways 


Nakasone stakes his future on one issue 


By Bruce Roscoe in Tokyo 


J apanese Prime Minister Yasuhiro 
Nakasone is preparing to dissolve 
both houses of parliament for a double 
general election in June, according to 
senior Liberal Democratic Party (LDP) 
sources. In confirmation of the immi- 
nent election, lower-house member 
Kichizo Hosoda, chairman of the LDP’s 
Research Commission on Foreign Af- 
fairs, told the REVIEW he was already 
organising his election campaign. 
Hosoda’s party colleagues were also 
gearing up for the campaign trail. 

Hosoda’s confirmation is important, 
because in the last Nakasone cabinet he 
served as transport minister, and the 
biggest issue of the June election is the 
break-up of the Japanese National Rail- 
ways (JNR). Hosoda, a Transport 
Ministry official for 25 years before en- 
tering politics, is chief architect of 
JNR's privatisation. Nakasone appears 
to have staked his political future on 
breaking up JNR, the final and most dif- 
ficult of his cost-cutting administrative 
reform programmes. 

On 14 March, the Nakasone cabinet 
finalised the last three of nine bills 
needed to divide the JNR national net- 
work into six regions, each under the 
management of private companies, by 
April 1987. The Shinkansen bullet train 
and the freight and bus services will be 
run by other companies. In all 24 new 
companies will emerge, taking only 
183,000 of JNR's present 307,000- 
strong workforce. Workers not im- 
mediately placed with other govern- 
ment bodies or in private industry, will 
be able to stay on with the old JNR for a 
maximium of three years. All nine bills 
are now before the parliament. 

“I have absolute confidence that the 
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JNR bills will all be passed by October. 
The honour of the Nakasone cabinet is 
at stake," Hosoda said, speaking as 
though Nakasone is anticipating a third 
term as party president and thus prime 
minister. In choosing to take his party to 
the polls in June, 16 months before the 
LDP government's four-year term ex- 
pires, Nakasone would appear to be 
seeking a bigger mandate for JNR 
privatisation, and possibly a boost to his 
chances of a third term. For this, 
though, Nakasone would need a revi- 
sion of LDP rules limiting the presiden- 
tial term to two, two-year terms. 
Nakasone's second term expires in Oc- 
tober. Upper house members sit for six 
years, though elections are held every 
three years for half of the members, and 
the next upper house election, in any 
case, must be held in June. 

Members of the Tanaka and Fukuda 
LDP factions are whispering that 
Nakasone will fight for a third term, ac- 
cording to Japanese reporters tagging 
the LDP. Other signs are seen in the 
promotion by senior LDP members of 
large-scale construction projects, a hint 
for interested business groups that 
Nakasone's faction is in need of political 
funds. 

The Japan Socialist Party (JSP) and 
Kokuro, JNR's biggest union, are stag- 
ing rallies across Japan in protest 
against the JNR break-up. Kokuro says 
its petition against privatisation has col- 
lected 35 million signatures. Kokuro 
claims this represents 40% of voters. 
Union officials believe they will be able 
to garner 50 million signatures before 
June and intend to challenge the LDP 
on the basis of a simple democratic 
majority opposed to the JNR plan.*The 


JSP has drafted a bill presenting an al- 
ternative to splitting up the JNR into a 
number of companies. But the only 
change the JSP bill prescribes for JNR is 
30% private ownership. 

LDP sources told the REVIEW that 
the submission of a JSP bill would be no- 
thing more than a “ceremonious formal- 
ity." The bill stood little chance of even 
being debated. JSP policy officials ap- 
parently see the futility in their exercise 
of opposition. Yukihiko Hayakawa, of 
the party's central policy council, con- 
cedes that the bill is às good as doomed. 
Not only does it not have the support of 
the Komeito and Democratic Socialist 
parties which, with the Japan Socialists, 
form the main bódy of opposition, it 
also does not represent the views of two 
big national railways unions, Doro 
members)» and Tetsuro 


The JSP bill essentially reflects the 
thinking of Kokuro, whose membership 
is about 187,000. Kokuro does not wa~* 
the railways privatised at all. It argu 
that if the JNR has become an ineffi- 
cient loss-maker of colossal propor- 
tions, this is more a result of the political 
expediency of LDP members, who have 
extended unprofitable JNR lines into 
their remote constituencies, than the 
fault of lazy, spoilt workers. 

JNR is controlled wholly by the gov- 
ernment, so the losses of the corpora- 
tion are the government’s responsibil- 
ity, Kokuro insists. The union also re- 
gards as irresponsible the government's 
imposition of a “self-supporting ac- 
counting system,” under which JNR 
must meet all costs from its own re- 
venues, resulting in the carry-over of 
yearly losses. The government neither 
subsidises JNR nor writes off its losses, 
while instructing the corporation to 
make investments which in many cases: 
cannot turn profits. JNR has had to fi- 
nance such investments on capital me“ | 
kets. 

As a borrower, JNR's only adva 
tage as a government corporation is ; 
interest rate concession of 1%. This h 
resulted in a current interest bill exceed- 
ing 50% of annual operating revenue, 
compared with 6% in 1964, the first year s. 
that JNR recorded a loss. By 1 April 
1987, JNR's accumulated loss will total 
3 37.3 trillion (US$213.14 billion). 












A recent Kokuro pamphlet att 
the government's JNR pl 
that “in general, there is a lack of 
among the trade unions." The pjamp 
does not say why. Kokuro offifials co 
fided to the REVIEW that the [toro and 
Tetsuro unions had backed dwn be- 
cause of an LDP employment-gWaran- 
tee offer, effective after the privatisa- 
tion. 

But there appears to be another 
reason. When the JNR is broken up, it 
will be able to sell about 3,016 ha of 
land. It is planning to sell only about 
2,564 ha. New JNR companies will use 
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this area is now used for JNR employe. 


ees’ housing. Apart from JNR-built 
housing, union members are said also to 
have built on JNR .land and legally 
would seem to be squatting. Union offi- 
cials will not confirm this. But by decid- 
ing not to sell this land, the government. 
appears to have acquired considerable 
leverage over many union members. 

The June timing of the double elec- 
tion, following the Tokyo summit of in- 
dustrial nations in. May, is perfect for 
Nakasone, a master of TV media. 
NakaSone will be able to bask in the 
media spotlight for at [east three weeks 
— in previews to the summit, during the 
media event itself and in the aftermath. 
Japanese news media are planning to 
use the presence of President Reagan in 
Tokyo to elevate. the Ron-Yasu re- 
lationship in a showy confirmation of 
the economic, and increasingly military 
interdependence . of both Pacific 
"^rtners. 

Interlocked in. Nakasone's summit 
and election preparations is the issue of 
Japan's participation in the Reagan ad- 
ministration's Strategic Defence Initia- 
tive (SDI), popularly known as Star 
Wars. Japan's official announcement of 
participation in Star Wars' basic re- 
search is expected to be made when 
Reagan is in Tokyo. 
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Nakasone: administrative reform. 


on SDI participation by letting the 
break-up of the national railways be- 
come the single issue of the election. 
While the JSP and its affiliated labour- 
union grouping Sohyo are concentrat- 
ing nearly all of their energies on oppos- 
ing the railways privatisation bills, they 
appear to be doing little to oppose 
space-weapons research. This is signifi- 
cant, because the core of the opposition 
platform has traditionally been to op- 
pose any reinforcement of the defence 
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liamentary atteption fo- | 
cused sharply on the nine LDP-spon- | 
sored JNR bills, Nakasone is laying the 
groundwork for a smooth acceptance of 
Washington’s invitation to join Star 
Wars. Nakasone will visit the US in 
April for a minj-summit with Reagan, in 
what some observers cynically regard as 
a dress-rehearsal for Mowie in May. 
But officials confirm that Star Wars is 
on the agenda. At about the same time, 
US Defence Secretary Caspar Wein- 
berger will be visiting Tokyo to give 
more detailed briefings on Star Wars to 
government and defence officials. 

The LDP stands to benefit in two im- 
portant ways from joining Washington - 
in Star Wars. Japanese cooperation in 
Star Wars could ease US pressure for - 
Japan to dismantle more trade barriers. 
This assumes linkage in Washington's | 
defence and economic policies to-- 
wards Japan, which customarily is 
denied. 

Nonetheless, Washington suddenly 
seems to have turned down the heat on 
trade issues compared with the burning 
level of last year. The second point of 
merit for the LDP is the vague hint it 
will be able to give to depressed heavy 
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industries that little effort may be re- | - 


quired to progress from the export of - 
sophisticated weapons technology to 
the now-prohibited sale of actual arma- 


-= Nakasone is skilfully ducking debate 





Universily of Southern California 


GRADUATE SCHOOL OF BUSINESS ADMINISTRATION 





One-Year International MBA Program 


The IBEAR MBA Program is a highly intensive, AACSB accredit- 
ed general management program emphasizing international 
and Pacific Rim business. It includes 16 courses, microcomputer 
training, individual research, trade-related team consulting for 
an American firm, a ten-week computer-based international 
business strategy simulation, field trips and guest executive 
seminars. 


Graduates join a rapidly expanding network of well-placed 
IBEAR alumniin 184 firms and 24 nations. Present participants 
average 33 years of age and 10 years of work experience. Four 
scholarships, funded by the U.S. Department of Education, are 
available to U.S. citizens. The next program begins August 5. 
Applications are reviewed until July 1. 


Pacific Rim Management Programs 


Four programs of three or four day length for managers doing 
ausiness with Pacific Rim firms, preparing for assignment 
oad or working for an Asian firm or Asian owned subsidiary. 





















Doing Business with China June 9-13 
Doing Business with Taiwan June 15-18 
Doing Business with Korea June 18-21 
Doing Business with Japan June 22-26 





e oldest and largest private university in the western United 
JF or complete information on these programs: 
frnational Business Education and Research (IBEAR) 
University of Southern California 
Los Angeles, CA 90089-1421 
Phone: (213) 743-2272 Telex: 4720490 USC LSA 










P Ce cH MÀ MR Ó——H ND = sl = -—— | =e = 


relationship with the US. 













CUR UA I be 0 UU ke 


INSEAD 


Fontainebleau, France 
presents 


1. Human Resource Management in Asia 

14-18 April, 1986 in Hong Kong d 
This programme for Asian and European managers in both human resource and general manage- — 
ment, has two objectives: XX 
(i) to update participants on the most recent approaches to HRD and personnel management, and 
(ii) to define and design HRD approaches which are appropriate to the local situation. 


2. Asian Senior Executive Programme 
14-25 April, 1986 in Fontainebleau 
This programme is for senior Asian executives who want to consider the key issues of business man- 
agement in Pacific Asia for the latter part of this century. The programme centres round the role of — - 
the Chief Executive and concentrates on: 
(i) major trends in global environments, 
(ii) shaping strategic capabilities, 
(ui) identifying business development opportunities, and 
(iv) enhancing leadership for successful implementation. 
3. Business Opportunities in Europe 
16-20 June, 1986 in Fontainebleau 
This programme is for Asian international executives who wish to explore means of developing busi- 


ness opportunities in Europe. Topics will include the European business context — economic, poli- d 4 i , 
tical, social, technological; strategic opportunities — how to approach European markets; intercor- $ - 


porate agreements between Asian and European firms; exporting to Europe; investing in Europe. 


4. Indonesian Advanced Management Programme 
26 August-5 September, 1986 in Jakarta 
This programme for Indonesian senior executives has been run since 1983 and is, once again, co- 


sponsored by KADIN and IPMI. It is designed to enhance the managerial capacity of Indonesian exe- ; | E 


culives, covering the management of growing companies, in the fields of strategic planning, finance - 
and control and organisational development. 


For further information, contact 


EURO-ASIA CENTRE, INSEAD 
Department A 

Boulevard de Constance 

77305 FONTAINEBLEAU, France 


Telex 690389 — Telephone (1) 60 72 40 12 
Telecopy (1) 60 72 40 49 
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-By Hamish McDonald in Sydney . 
D Pp cspite success in convincing some of 
the 10,500 refugees from Irian Jaya 
imped in its territory for nearly two 
ears to return to the Indonesian pro- 
| vince, Papua New Guinea is acting on 
. the assumption large numbers will have 
.to be accommodated for a long stay. 
_So far this year, three groups have 
een repatriated. In mid-February a 
iartered aircraft took 46 Irian Jayans 
om camps near Kiunga, just north of 
“the Fly River “bulge” in the border, 
“across to Merauke. On 8 and 10 March, 
coastal ships took a further 244 refugees 
from camps in the northern border sec- 
tor to the Irian Jaya B ood , Jayapura. 
.. Representatives of the UN High 
Commissioner for Refugees (UNHCR) 
3 confirmed that the returns were volun- 
"tary. Although Indonesia has not ag- 
s reed to UNHCR observation of the re- 
_ patriation process once across the bor- 
der, it has allowed Papua New Guinea 
: officials to accompany some previous 
. returnees. It has also given assurances 
that no punishments are meted out to 
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inc didaté's qualifications and experience. 


Port Moresby pessimistic on quick return of Irian Jayans 


RESEARCH FELLOWSHIPS IN ASEAN 


Applications are invited for two Research fel lowships available at the | 


These Research fellowships are limited to applicants who are nationals or 
permanent residents of ASEAN countries on a rotational basis. Nationals 
or permanent residents of Singapore and the Philippines are i. eto. 
apply for the next round of fellowships to be awarded from July ee 


thin the: foregoing, preference will be given to those candidates with 
Door equivalent qualification, or those with first-hand de evel 
‘experience in ASEAN affairs, and who are in a position to complete their 
“proposed projects in the stipulated period of each Fellowship award. 


ach award can be for any EE length of time, up to a maximum 
iod of twelve months. Extension beyond this period will not be 


' area of research can be any topic pertaining to developmental and 
| sociated problems of SEAN with special emphasis on publishable 


esearch projects submitted for Consideration should be well thought-out 
nd be as complete as.possible in terms of aims and objectives, scope, 


; " carries a stipend. and a housing Subsidy amounting to 
300 to $$3,000 per month, the actual amount provided depends on 


» addi ition, travel research allowances, and medical care are also provided. 


All applications, giving full details, should be sent directly tothe respective 
^ASEAN National Secretariat on the nationals concerned. 


those who have not committed offences 
against the law. 


Over time, these assurances and the. 
absence of contrary reports from Irian 
Jaya appear to have allayed some of the - 
fear about going back. These fears had 
been encouraged, UNHCR officials be- 
lieve, by the Free Papua Movement : 
(OPM) which has waged sporadic resist- 
ance against Indonesian rule since 1963, 
when the Netherlands handed control 


to Jakarta (REVIEW, 30 May '85). 


Four members of the Australian Par- | 
in | 


liament who visited Irian Jaya 
January met six voluntary returnees in 


Jayapura. They also visited the city’s 


prison, where seven of the 12 alle is 
OPM activists deported by Papua. 

Guinea in an incident last Domb: 
(REVIEW, 7 Nov. '85) are still held 


under investigation. Even these report- - 
ed fair treatment, though they said they | 


had been beaten. 


This incident caused a political storm | 
in Port Moresby and helped erode the | 


administration of the then prime minis- 
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| any. further 


Minister Paias Wingti was also anxious 


nounced that Papua Nev 
| shortly accede to the 1951 
tion and the 1967 Pro 


p wanttolearn from Suida who have had pr actical 
experience in dealing with the problems addres 


p» wanta graduate management. education, emi las , 
international issues a and problems. | AD 


For complete information, write or telex: 


Admissions Coordinator 

Arthur D. Little Management Education Institute 
35/FE1 Acorn Park | 

Cambridge, Massachusetts 02140, US. A. Telex No. 921436 


*A subsidiary of Arthat D. L tt ican 
largest managemiet 
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forcible repat 
which, especially in the soutt ern n sector, 
are ruled out in most cases by the jungle 
terrain of the border. 

The new government of Prime 


to bring order to a problem that was di- 
verting effort and money from its eco- 
nomic objectives. After several weeks 
of study, Wingti announced a policy 


aimed at easing political and ecofiomic 


pressures. i 
Fm Minister Legu Vagi went to 

Jakarta where he favourably sur- 
prised his hosts by proposing a treaty of 
mutual . respect, cooperation and 
friendship while affirming Papua New 
Guinea's rejection of any. Support for 
the OPM. On 21 January Wi 1 

















| col on Refugees; 


-The UN treaties w " effectively bind 


| Papua New Guinea to definitions of re- 





fugee status set out in the treaties, and 
forbid compulsory return. . Previous 
governments were reluctant to accede 
ecause they feared it could result in 





large numbers. of- border-crossers, 


motivated by: economic interests or ill- 


AN Arthur D. Little Management Education Institute, Inc.* 
MASTER OF SCIENCE IN MANAGEMENT PROGRAM 


DESIGNED TO IMPROVE YOUR MANAGEMENT SKILLS 
August 25, 1986-July 36, 1987 


pique] 11- Month Program’ Trains Results-Oriented 


Concentrations Offered i in Intérnátíongl Bie or | 
Economic and Industrial Development 


We urge you to write for. complete information if you: | 
p need to be back at work with enhanced skills i in one year; 


i» aspire toa senior-level management position in public or 
priv ate enterprise, iii oran tinter national. uei 
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based fears, obtaining residency rights. 
The new government seems to hate 
accepted that even with further encour- 
agement towards repatriation, large 
numbers will stay for various reasons 
and that Papua New Guinea can do little 
about it. In this case, it is believed in 
Port Moresby, accession to the UN 
treaties will bring assistance under UN 
refugee and displaced persons program- 
mes in resettling the border-crossers. 
Plans under consideration include 
the opening of new camps well back 
from the border for the more “politi- 
cal," anti-Indonesian elements pending 
acceptance by third, countries, while 
those from traditional village 
backgrounds could be employed in 
opening up deserted areas for cash-crop 
projects. Fly River MP Warren Dutton, 
who is Wingti's minister of justice, is 
urging that refugees near Kiunga be 
shifted some 60 km east to a propos- 
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Irian Jaya refugees: three groups repatriated. 





d rubber development at East Awin. 
| This would also remove potential 
friction with Indonesia, said UNHCR 
epresentative Akilaja Akiwumi, a 
igerian veteran of Somali relief ef- 
forts. “If the men [OPM] are still fight- 
ing, they can’t use the camps for R&R 
[rest and recreation] and expose the re- 
fugees to cross-border attacks in hot 
pursuit,” he said. “We have no proof 
ey do use the camps for R&R but 
buld prefer to put temptation out 
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iwümi said the UNHCR would 
sed a mission around the Pacific 
ð seek mbsidency for the political cases. 
These age estimated to number at least 
300 pegple, mostly located in Blackwa- 
ter Camp some 15 km from Vanimo on 
| the north coast. Priority will be given, 
he said, to five OPM leaders who cross- 
ed into Papua New Guinea in De- 
cember andewho are now being held in- 
communicado in Port  Moresby's 
Bomana Jail. 
While the Pacific countries are 
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clearly preferrable from the point of 
view of cultural affinity, many analysts 
query the readiness of regional govern- 
ments to accept what will on past experi- 
ence be a highly vocal anti-Indonesian 
element. Even the Melanesian state 
most critical of Indonesian rule in Irian 
Jaya, Vanuatu, has so far allowed only a 
token number of Irian Jayans to settle. 

The result could be that these “politi- 
cals" end up with permissive residency 
in Papua New Guinea and drift down to 
join other Irian Jaya emigrés in Port 
Moresby. Some sources also wonder 
whether too much hope is not being 
placed on funding from UN agencies for 
refugee resettlement projects. 

The new policy could also increase 
Papua New Guinea's obligations to care 
for any future influx of refugees. Be- 
cause of this, Papua New Guinea au- 
thorities will have to tread a delicate line 
between non-interference in Indone- 
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sian affairs, and assertion of its own in- 
terest in seeing that Indonesian policies 
do not create problems in Papua New 
Guinea itself. | 

In particular, observers in Papua 
New Guinea look most closely at the ef- 
fects of the Indonesian transmigration 
programme, which aims to bring several 
hundred thousand settlers from 
crowded Java and Bali to Irian Jaya. 
They believe the greatest potential for 
conflict lies in the Indonesian Govern- 
ment’s policy not to recognise tradi- 
tional land tenure patterns in areas 
where shifting cultivation is the norm. 

Some reassurance has come from 
Jakarta of more sensitive dealings to- 
wards local people than in the past. 
Speaking to Papua New Guinean and 
Australian delegates at an international 
affairs conference in:Melbourne on 15 
March, Jakarta Post editor Sabam Sia- 
gian said recent studies by Indonesian 
and Dutch reappraisal teams would re- 
sult in better "conceptual thinking" 
aboat development in Irian Jaya. IR 








Still hoping 
against hope 


lrian Jayang dream of home 
but still fear Indonesians 





T3125 refugee camp at Atkamba sits on 
a rise on the west bank of the Ok 
Tedi river, where local villagers and 
missionaries have cleared the jungle 
and planted rows of coconut trees. 

It is a two-hour trip by an outboard- 
powered boat from Kiunga, the nearest 
administrative centre: first an hour 
down the broad Fly River, then up the 
winding Ok Tedi. The Indonesian bor- 
der lies unmarked across thick jungle 
some 20 km further west. 

Houses built high on wooden stilts 
are walled with split sago branches, 
thatched with palm fronds. The Irian 
Jayans live in an extension of the local 
village, inhabited by their Papua New 
Guinea wantoks (one-talk, or fellow 
clansmen). The differences in housing 
are subtle: the locals can afford iron 
nails and use more solid materials, 
while the newcomers use vine lash- 
ings. 

The village church is a long, low, 
thatched building with open sides, 
wooden benches, and a wooden cut-out 
of Mary and Joseph adoring the baby 
Jesus. A refugee clangs an old shovel- 
blade hung as a gong. Outside in the 
forest, the call rapat (Indonesian for 
meeting) echoes from person to person. 
In 10 minutes the church benches are 
full of bearded Irian Jayan men, while 
women and children lean in through the 
open sides. 

Most of the 880 refugees are from the 
Mindiptana and Woropka area directly 
west, and fled because of tensions soon 
after the February 1984 incident in 
which OPM sympathisers attempted to 
raise the “Morning Star” flag of West 
Papuan nationalism over government 
offices in Jayapura, the provincial capi- 
tal. 

Another 6,000 border-crossers are in 
seven camps scattered north towards 
the central mountain range, and some 
3,000 in four camps across the moun- 
tains in West Sepik province. 

On 8 April 1984 the then OPM 
leader in the southern border region, 
Gerardus Tommy, attacked a security 
post in Woropka. Over the following 
days several local figures were detained 
and questioned about OPM links, and 
an exodus across the border began. In 
Mindiptana, a letter came from the 
OPM to local people around 5 June, 
warning them that the OPM forces 
would shortly attack a government 
post. 

On two previous occasions, in 1980 
and 1982, similar incidents had brought 
pembinaan (guidance) sessions for the 
populace by military commanders from 
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| bersih (clean sweep) operation if OPM 
_ attacks were repeated. In Mindiptana, 
refugees said, few people waited to find 
out. Shortly after Tommy's warning let- 
ter some 400 people, including children 
| and the elderly, trekked along jungle 
| paths for seven days until they reached 
| Atkamba. 

| | Drawingrations of rice and some tin- 
| ned goods from the UNHCR, with 
| papaya and banana trees bearing fruit, 
| and housing similar to that left behind, 
| the refugees said they were in no hurry 
| toreturn. Without smoke from cooking 
| fires, insects would have devoured their 
Eu homes and wild pigs would 
| have destroyed their gardens. 

| “Weare not sure," one refugee said. 
| "We want to see what happens to the 
| people who go back. As for me I have 
relatives here so if a choice comes I 
| would rather stay. Others might go 
| back, but they are afraid.” 

| Some expressed uncertainty about 
| their part in Mindiptana's future deve- 
| lopment. Indonesian authorities had 
| added a new cash crop, cloves, to the 
| rubber trees planted under the Dutch 
| and this seemed to be appreciated. 
However, a survey of the land between 
| Mindiptana and Tanah Merah in 1984 
| was preparation for a transmigration 
n settlement. 

— . *Our rights to land, to plant the soil, 

are not recognised by the government, 
- not like in Papua New Guinea,” one re- 
. fugee said. 
— Fear of Indonesian authorities per- 
| vades the camps. A foreigner speaking 
= Indonesian drew immediate suspicion. 
| Refugee spokesmen gave clearly false 
| names. When questioned about their 
| knowledge of the OPM, they grew si- 
| lent. A request for permission to take 
| photographs caused intense debate and 
. was refused. 
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| [ust how closely the OPM controls 
| U Atkamba and some other refugee 
| camps was revealed in the village of 
= Kiunga by a small group of Irian Jayans 
| living under the wing of French-Cana- 
"ie dian missionaries there. They are, in 
| effect, refugees from the refugee 
. camps. 

. George Wonopka, 39, headmaster 
of a high school in Mindiptana, said he, 
along with others, were considered part 
- of the kaum intellectuil (intellectual cir- 
— cle) in the camps and had come under 
suspicion by OPM leader Tommy for 
disagreeing with his instructions to 
| the refugees to remain in Papua New 
G inea. 

— In June last year Wonopka and six 
= others were called to Tommy's head- 
| acts camp at Ambotweng, on the 
| Indonesian side of the Fly River bulge. 
| Wonopka said he alone went. Tommy 
| was surrounded by 55 men, with two 
| Garrand rifles between them. Over a 
| week, Wonopka was beaten, haran- 
E gued, and locked up in a timber “cell” 
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up-river. Getting word in August of- 


an OPM plan to “arrest” him, Wono- 
pka and four others gained permis- 
sion to move with their families into 
Kiunga. 

Wonopka, who studied for four 
years at high school in Holland and later 
at a Catholic seminary in Jayapura, said 
he objected to the “factionalism” of 
OPM leaders such as Tommy, though 
he shared the same objective of “free- 
dom" for Irian Jaya. 

“Over there we are free to use our 
land until the government needs it,” he 
said. “If we try to assert our rights as In- 
donesian citizens or protest about any- 
thing, they call us OPM. If we use our 
local language we are accused of ‘talk- 
ing politics’ — while they are free to talk 
in Javanese.” 

Wonopka said Tommy had told bor- 
der-crossers that by staying in their 
camps they were helping achieve inde- 
pendence. When Tommy and two 
lieutenants surrendered to Papua New 
Guinea authorites in December, they 
had put about the story that they were 
going to the UN to arrange an Indone- 
sian withdrawal. Tommy's replace- 
ment, Bernardus Aawen, had also cir- 
culated an instruction not to listen to or- 
ders from the outside. 

The same kind of faith is evident in 
other camps. Even in Blackwater Camp 
on the north coast, which houses a high 
concentration of former professional 
people from Jayapura, refugee leaders 
express a conviction that by staying 
they will help bring independence 
closer. 

Part of the truculence at Atkamba, 
however, may be due to intimations of 
desertion by Tommy. Soon after his sur- 
render, Indonesian forces raided the 
Ambotweng camp and scattered 
Tommy's followers. In January, 44 of 
them crossed the border and surren- 
dered to Papua New Guinea au- 
thorities. 

The OPM, however, has gone 
through other such leadership cycles. 
Worn out by jungle-living, leaders have 
opted for exile and handed over to 
younger men anxious to make a name. 
In the northern sector, one of the most 
famous leaders, James Nyaro, has also 
surrendered and waits with Tommy in 
Port Moresby's Bomana Jail for a third 
country to take him. Younger men, said 
to include Fisor Yariseteouw and 
Charles Mida (alias Laurence Doga), 
are in command. 

They have been carrying out small- 
scale sabotage this year, according to 
letters received by OPM supporters in 
the Blackwater Camp: on oil tanks at 
Sentani Airport and in Jayapura, trac- 
tors at the Aso transmigration site, an 
army village post here, a flag-raising 
there. For young men wishing to join 
OPM, being arrested is equivalent to 
paming an initiation test for member- 
ship. 


— Hamish McDonald | could then no longer justify the 


p 








The party orders a crackdown 
on drunkenness and indiscipline 


By Alan Sanders 


he current struggle against "ngga- 

tive phenomena" in Mongolia has 
recently been inteasified, Bugyn Dejid, 
chairman of the ruling Mongolian Peo- 
ple's Revolutionary Party's control 
committee, said recently. 

People without fixed employment 
have been put to useful work, Dejid 
said, and “strict measures" have also 
been taken against those who live on un- 
earned incomes, frequently get drunk 
or behave in a disorderly manner ing 
public places. In Ulan Bator’s workers 
district, he continued, “all potential vio- 
lators” of law and order have been regis- 
tered. 

Emphasising that a national move- 
ment now under way je 
for *putting in order 
all spheres of the life 
of society" is no short- 
term campaign but a 
long-term “party line 
of principle," Dejid 
said there could be no 
"deviation or weak- 
ening" in implement- 
ing it. 

Illegal 























hard-cur- 
rency dealings, the 
black market, - pro- 
fiteering, “cooking” 
ledger books, embez- 
zlement of state prop- 
erty — especially pet- 
rol and other 
crimes, have figur- 
ed among "negative 
phenomena" in the 
past. The current movement is oc- 
casioned by a political demand for a 
clean-up as Mongolia prepares for its 
next five-yearly party congress, sche- 
duled for May, and elections to the Peo- 
ple's Great Hural, or national assembl 
to be held a month or so later. 
Dejid, 58, has been chairman q 
party control committee since 
a full member of the politbujp 
1983. Before that he was in clarge 
law-and-order matters as mirg§ster o 
public security, having been prymoted 
to colonel-general in 1979. HeXhas a 
good overall view of the capital's crime 
scene, though the emphasis of his work 
now is on discipline within the party. 
Dejid said that unfortunately it 
sometimes happens that a Ifigh post or 
authority could *turn someone's head"; 
a party worker who was once not bad 
trust 


Tsedenbal: removed. 
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Broadband, low-noise 
pre-amplifier for the 
transmission of lightwaves 
in optical fibre systems à 
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Optical fibres: the fastest way to 
improve and modernize telecom- 
munications. At the speed of light. 
In fact, we saw the light back in 
1965. That’s when ANT engineers 
started developing fibre-optic 
systems. We were the first to install 
an aerial optical fibre cable 
system in the world. And the first 
optical fibre CATV cable system 

in Europe. 


ANT have installed the BIGFON"* 
system in two German cities for 
the Deutsche Bundespost 
(German PTT). Then we linked up 
BIGFON systems in other German 
cities using a broadband inte- 
grated optical fibre network. And 
in 1984 we presented a system 
handling up to 7,680 telephone 
channels simultaneously. Over 
a distance of 70 km. Without 
repeaters. 


Optical fibres are also opening 
up unforeseen possibilities. Such 
as video telephones or video- 
conferences. These facilities are 
already available in our BIGFON 
networks. What's more, we have 
developed the videoconferencing 
rooms. 


This is how our technology 
helps people to see and hear each 


Soon you will see and hear the 
light 





E $ E other. To bring them that little bit 
5 | closer. 
E I: Sri * BIGFON = Broadband Integrated Glass Fibre Optic Network 
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ANT Nachrichtentechnik GmbH 
GerberstraBe 33, D-7150 Backnang. 
Fed. Rep. of Germany pe 
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cases, com- 
promise is impermissible.” 

For example, Dejid went on, the first 
secretary of a provincial party commit- 
tee had been sacked and “strictly 
punished. This leader decided that his 
past merits had placed him in a special 
position. He ceased paying attention to 
the opinions of his party tomrades and 
became indiscreet and rude. Naturally, 
it Was necessary to take the most resol- 
ute measures.” 

Dejid did not name the first secret- 
ary concerned. Six provincial-level 
leaders have changed over the past 
year. However, the most recent change 
involves the departure from his post of 
Bold, the first secretary of Uvs pro- 
vince, in northwestern Mongolia. Bold 
was appointed following his predeces- 
sor Bidzyaa’s appointment to head the 
party’s agricultural department in May 
1983, some 15 months before the re- 
moval of former president Yumjaagiyn 
Tsedenbal from the post of party gen- 
eral secretary. 


U: is Tsedenbal's home province, 
and the appointments of Bidzyaa 
and Bold must have been approved by 
him while he was in power. Dejid comes 
from the same province. It is not clear 
whether the criticism directed at "this 
leader" applied equally to Tsedenbal. 
Virtually nothing has been said about 
the former general secretary since his 
removal from that post in August 1984. 
He stepped down as head of state in De- 
cember of the same year. 

Summing up the case, Dejid added 
that every leader must review his own 
work self-critically. *Any attempts to 
persecute critics are particularly intoler- 
able." 

New legislation introduced by the 
presidium of the Hural makes workers 
and managers “materially responsible" 
— by salary deduction — for any dam- 
age or waste resulting from their ineffi- 
ciency or drunkenness. With the aim of 
reducing drunkenness in public places, 
at sports events and in holiday centres, 
regulations have been brought in to re- 
duce the permitted hours of sale of 
vodka, wine and beer. 

Workers arriving at work drunk will 


‘suffer administrative punishment — 


fines — will be handed over to “com- 
rades’ courts” for supervision, or have 
their holiday passes confiscated. 
Habitual drunkeness together with fre- 
quent job-changing can lead to sum- 
mary dismissal without pay, leaving the 
individual open to prosecution under 
other legislation demanding the per- 
formance of *socially useful labour." 
Under a resolution of the cabinet 
and the country's Trade Union Council 
"on measures to strengthen labour dis- 
cipline," infringements of labour discip- 
line can be treated as "failure to carry 
out one's duties as a citizen as required 
by the Mongolian People's Revolution- 
ary Constitution." Oo 
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A chief minister resigns for alleged influence-peddling 


By Mohan Ram in New Delhi 


n the murky politics of India, Prime 

Minister Rajiv Gandhi is commonly 
called *Mr Clean." But the policies of 
the ruling Congress party are so permis- 
sive that he has faced an uphill task since 
coming to power in late 1984. The latest 
scandal has involved Shivajirao Patil- 
Nilangekar, the chief minister of 
Maharashtra, who resigned recently 
amid charges of using official influence 
to favour his daughter. 

A student who had failed the Bom- 
bay University's post-graduate medical 
course went to court alleging  ir- 
regularities in the examination. The 
Bombay High Court found that the 
marks had been manipulated to pass the 
then chief ministers daughter, Chan- 
drakala Dawale, and fail the appellant. 
Although the High Court had no direct 


V. RAJAGOPAL 


Chavan: reluctant. 


proof, it drew a "reasonable inference" 
that the manipulation was done at the 
behest of the chief minister and his 
daughter. 

In the best parliamentary tradition 
Patil-Nilangekar should have resigned 
forthwith. But the Congress leadership 
tried to buy time by pleading that it was 
waiting for the full text of the judgment. 
The federal cabinet convened a hasty 
meeting to discuss the political fallout in 
the state and word was spread that the 
chief minister would not be removed 
immediately. However, it became clear 
that a state-wide student agitation 
against Patil-Nilangekar was in the 
making. The opposition parties in the 
state were gearing up to discredit the 
Congress party whose support has been 
shrinking in recent years. 

Although Patil-Nilangekar had to 
resign at the behest of the central 
leadership, he tried to get himself re- 





elected by the Congress legislators by 
spreading the word that Gandhi was not 
averse to the move. The dominant 
power broker of Maharashtra politics 
and former chief minister, Vasantrao- 
dada Patil, who is governor of Rajas- 
than, weighed in with his support. * 

‘Lhree months earlier, Gandhi had 
chosen the Congress centenary celebra- 
tions in Bombay: to indict the power 
brokers and their manipulative politics 
which, he said, had reduced the great 
party to an oligarchy, robbing it of the 
democratic process. But New Delhi's 
role in the election of anew chief minis- 
ter did not reflect any change in style. 

The issue should have been left t-— 
the Congress state legislators. Insteac 
New Delhi's emissaries imposed a con- 
sensus in favour of S. B. Chavan — the 
federal home minister who at that time 
was out of the country. Himself a victim 
of Patil’s power game, Chavan, who had 
headed the state in the past, shifted to 
New Delhi and has since been reluctant 
to return to the Maharashtra scene. 

In the past five years, the state has 
seen four chief ministers, all of them 
chosen by New Delhi. The divided state 
Congress is dominated by Patil's sup- 
porters from the western region, while 
Chavan has the disadvantage of belong- 
ing to the backward Marathwada area. 
Moreover, the ruling party — with its 
156 of the 288 seats in the state legisla- 
ture — has a slim majority. Under cur- 
rent regulations, legislators can lose 
their seats if they defect from the party. 
But if a sizable faction splits and forms 
a new party — as allowed by the regula- 
tions — the Congress could lose it^ 
power in the state. 

In addition to holding the faction- | 
ridden Congress together, the reluctant... 
Chavan will face another hurdle. With `` 
Patil-Nilangekar removed, the focus of | 
the opposition clamour is likely to shift «| 
to the state’s governor, K. Prabhakara 
Rao, who is also the chancellor of Bom- 
bay University. M. S. Gore, the univer- 
sity's vice-chancellor, resigned accy 
interference by Rao in the Da 
examination scandal. The alleggff 
that Rao used his position to help 
the then chief minister's daught¢r. 

Manipulation of grades to help ou 
sons or daughters of powerful politi- 
cians by obliging governor-chanWMellors 
has happened in other states as Well. 
Yet another scandal is brewing in 
Haryana involving the state’s governor 
and his unseemly involvement in a state 
university. If these scandals ere not ef- 
fectively dealt with, the Congress could 
come under pressure in other states. JJ 
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e Only 700000 tickets to sell - no more. 
@ 340173 of these are guaranteed to win. 
@ Nearly every second ticket yields a prize. - 


German “Klassenlotterien” were established 
ome 356 years ago. For more than 35 years, the 
Süddeutsche" is making lucky winners out of 

n opeoptle like you. There are more winners every year. 

This is not the type of lottery to raise money for 
ublic projects or charity. The major share of the 

profits is returned to the winners. The “Siid- 

deutsche Klassenlotterie” is fully backed by the 

Government. This is not a private corporation. 

* Tifkets are sold through government-approved 

- agents only (Lotterie- Einnehmer). The drawings 

M ‘are public procedures and every move is regulated 

+ yp by law, "nis way itis a clean operation throughout. 
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fulisia 1/1) ticket, a half-size (1/2) ticket or a quar- 
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2 are , completely even for excl and every number in 
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Everybody can play this lottery! It's as simple as 
child's play! You order your ticket using the mail- 
ing coupon. below or simply write us a letter and tell 
us what you want. Please attach the payment for the 
ticket to your order, using either cashier's check, 
postal check, personal check, traveller check, bank 
draft, money order or even cash (better make that 


"Registered mail"). In return you will receive: 


* Your original ticket, along with all the information. 
# A regular mailing of the official list of winning 
numbers (so you can check on our performance). 


if you win! You'll be immediately notified by per- 
sonal letter. Payment of prizes is effected the fastest 
possible way and in respect of your instructions. 


Prizes are free of German taxes. li is our duty to 


observe 16096 discretion; nobody knows who's 


buying a ticket and nobody else will find out that 


you have won - that's just for vou to know, 
Don't wait - order your ticket NOW! 


STATE ACCREDITED LOTTERY AGENT 
GREGOR-FRANKFURT 
Rüsterstr. 24- D-6000 Frankfurt 11 


Valid only where legal. Not available to residents of VR NAE 
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These amounts are guaranteed to be paid out in one lottery. 
There are two lotteries every year: one beginning in May, 
s | one beginning in November. 
The largest lottery of this type in Europe gives you an attractive opportunity to win. 
Never before were your chances so good to win one Million or two: |. 


< @ Total amount of t money to be won: 262.91 Million DM.. 
|. 3 Jackpots of 1 Million DM. 
c- 4 Super-Jackpots of 1.5 and 2.0 Million DM. 
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People power: fallout 
on Asean,neighbours 


hile the world closely observes the 

domestic efforts of Philippine Pre- 
sident Corazon Aquino, the wider im- 
plications of the internal struggle de- 
serve a more detailed scrutiny. The 
events of the past few months are bound 
to have repercussions in the immediate 
environment of the Philippines, that is 
Asean. 

Interdependence within Asean has 
grown incrementally over the past 19 
years. There are communal as well as 
commercial linkages. Intra-regional 
mobility is encouraged by availability of 
transportation and geographic proxim- 
ity. Policies in one country have shown à 
tendency of being replicated by a neigh- 
bour. Moreover, the remaining five 
Asean member states are also under 
varying degrees of authoritarian con- 
trol. Three of them, Malaysia, In- 
donesia and Thailand, expect their own 
national elections within the next 15 
months. The Philippines malaise cannot 
be isolated for too long. 

There are four aspects of the deve- 
lopments whose possible consequences 
should be of greater concern to regional 
regimes. These are the US role in pro- 
moting governmental change, some ter- 
minal lessons from an authoritarian 
ruler, the impact of policy trends under 
Aquino and likely effects on, Asean 
Eos Whether the fall-out should 

e regarded as positive remains an indi- 
vidual judgment. 

Foremost in the minds of Asian allies 
must be the question of American credi- 
bility. The message conveyed with the 
unceremonious removal of former 
president Ferdinand Marcos follow- 
ing that of former Haitian president 
Frangois Duvalier, is clearly that there 
a no US commitment to rulers personal- 
y 





The length of a government has be- 
come a geopolitical calculation. Once 
presumed alliance interests appear to be 
endangered, external interference is 
legitimised. Removal of the top leader- 
ship is mandated by strategic considera- 
tions. Even the demand for free and fair 
elections, under international supervi- 
sion, could set an undesirable regional 
precedent. 

Forms of intervention can vary. Al- 
ready in November 1984, a US National 
Security Council report sought “a 
peaceful and eventual transition to a 
successor government” in the Philip- 
pines. A massive US media invasion of 
Manila promoted drastic political 
change, rallying bipartisan support in 
congress. Diplomatic pressures for re- 
form were soon eclipsed by more per- 
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suasive measures. February saw an un- 
precedented arrival of 29 vessels from 
the US Seventh Fleet and 22,000 men in 
Subic Bay naval base. During the final 
days of the Marcos regime, visual and 
electronic assistance was given to what 
was then still the opposition, and rebel 
helicopters received logistical support 
at Clark air base. 

Although the existence of US mili- 
tary bases is generally applauded by 
Asean as enhancing regional security, 
they have also given the US a consider- 
able leverage over internal affairs, par- 
ticularly if it chose to intervene in a 
domestic crisis. Aquino has accepted 
the base agreement until its termination 
in 1991, after which “I would want to 


Marcos: Sin: shattered taboo. 


consult with the Philippines’ partners in 
Asean.” Manila might well extract some 
concession for rendering a regional ser- 
vice. Recent discussions in Bangkok 
about offering a substitute location 
for US installations have been reject- 
ed as a political liability. According 
to Thai Foreign Minister Siddhi Savet- 
sila: "We want modern weapons, not 
bases." 

Temporary refuge in Hawaii for the 
deposed Marcos can give pause to other 
former friends and allies when they 
select a sanctuary. The US guarantees a 





Hans Indorf is president of Asian 


Affairs Analysts in Washington. 
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safe haven and personal safety but not 
freedom from civil suits or criminal pro- 
secution. In the absence of an extradi- 
tion treaty, Marcos can stay but not 
necessarily his material belongings 
which are claimed by the successor 
government. After 20 years of contro- 
versial rule and a fraudulent election 
which ousted Marcos, the world may 
well overlook US transgressions in this 
case. 

US interests and influence differ 
from country to country, and the conse- 
quences of pressure may not be the 
same. Still, President Reagan's forth- 
coming visit to Bali for conversations 
with President Suharto will be over- 
shadowed by the US performance in the 
Philippines. 

Several elements of Marcos’ politi- 
cal demise will undoubtedly be care- 
fully examined in neighbouring capi- 
tals. One is the startling phenomenc — 
of “people power,” a populist conce 
transformed into a modus 
operandi. Its tremendous 
impact as a voluntary, unor- 
ganised force for change will 
cause disquiet in countries 
with well regulated political 
norms. Witnessing a human 
chain on Ortegas Avenue, 
facing down tanks with or- 
chids and marigolds, is a 
novel experience for South- 
east Asia. Being non-vio- 
lent, it could lead to imita- 
tion. 

Another regional taboo 
was shattered in the Philip- 
pines through the overt 
use of religion as a force 
for achieving a system-re- 
ordering objective. Arch- 
bishop of Manila Cardinal 
Jaime Sin moved from criti- 
cal collaboration with Mar- 
cos to open opposition ar 


gime. 

Pastoral letters urged 
readers to “resist evil [and to] 
make this election a new beginning.” 
Priests and nuns were found in the fore- 
front of demonstrations and Aquino 
generated her own religious fervour. Po- 
litical activism by clerics led so 
sympathise with leftist causes, s 
Christians for National Liberaty 
political success of organised rqigia 
the Philippines could encouragd Isla 
fundamentalists in neighbourigg cou 
tries. 

Spreading guerilla warfare\of the 
New People’s Army can also becOme a 
regional problem. Suharto recognised 
this danger when, in January 1986, 
he dispatched armed forces command- 
er @en. Benny Murdanieto Manila 
with two aircraft for use against insur- 
gency. 
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That this gesture was made during 
the height of the election campaign will 
not be lost on Aquino. The National 
Democratic Front, in its turn, was not 
averse to a coalition with the new presi- 
dent, but is hedging on a six-month 
ceasefire, and is refusing to surrender its 
weapons. If they. were to accept 
Aquino's terms for a legalisation of the 
communist party, it would be another 
first for the six member states of Asean. 

Playing the Soviet card was yet a dif- 
ferent but futile move to avert final dis- 
aster. Imelda Marcos visited Moscow 
seven times; the Bataan shipyard ac- 
cepted Soviet vessels for repairs; there 
were Russian instructors at the Cul- 
tural Centre and ‘translated Russian 
books in the: National Bookstore in 
Manila; manpower in the Soviet trade 
section expanded, and Aeroflot was con- 
sidered for landing rights in Manila. 
Ambassador Vadim Shabalin was the 
first and only major country representa- 
tive to congratulate Marcos on his re- 

- lection, 

It should have been evident that 
once the political network of a ruler dis- 
integrates, his incumbency will be ter- 
minated shortly. 

This applies particularly to the 
Armed Forces of the Philippines 


€ President Reagan's 
forthcoming visit to Bali . . . 


will be overshadowed by the 
US performance in the 
Philippines.? 





(AFP). Their politicisation led to the 
first armed intervention in domestic af- 
fairs. While it is a familiar occurrence in 
Thailand and Indonesia, there are two 
characteristics worth noting. One is that 
the appointment of relatives and friends 
to command positions does not prevent 
disloyalty at lower levels if rewards are 
. spread unevenly. The other indicator, 
'eviously observed in Thailand with 
-uevastating effect, is to permit younger 
army officers to organise politically. 
he Reform AFP Movement proved 
to be a decisive weapon of the opposi- 
tin. 













Sen ‘of Aquino’s recent policy an- 
nouncements appear to have Asean 
ance. A trend-setting exercise 
1 be her demand for removing pre- 
rl immunity and for insisting on 
ic: pisclosure by government offi- 
s of fll their assets and liabilities. Fi- 
ance, Minister Jaime Ongpin finds it 
“mind-poggling” that US$10 billion 
could fiave been smuggled out of the 
courrfry. 

Perhaps of minor consequence for 
Southeast Asia is whether the Aquino 
government should be regarded as rev- 
olutionary er as constitutional. The US 
and Japan “recognised” the new regime, 
which would not have been necessary 
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had Aquino succeeded Marcos as the 


result of a legitimate election. Asean 
leaders, however, sent “congratula- 
tions" which implies their preference 
for seeing it as a constitutional take- 
over. Apparently, the image of the or- 
ganisation is at stake as well as the for- 
mat of future relations and the Filipinos 
will have the last word. 

Despite the fact that “major foreign 
policy issues will have to wait until we 
rebuild our self-respect as a nation," 
Aquino reassured Asean ambassadors 
in Manila of her priority for improving 
ties with their countries. There is some 
doubt on two counts. The first concerns 
Mindanao where Muslim welfare is of 
interest to Indonesia and Malaysia, the 
latter being host to at least 90,000 re- 
fugees from the area. Butz Aquino, the 
president’s brother-in-law, admitted 
having reached a preliminary and pri- 
vate understanding with Nur Misuari, 
leader of a militant faction within the 
Moro National Liberation Front 
(MNLF), about Muslim independence 
in exchange for electoral support. It was 


Muslim refugees: concern. 





claimed to conform to a commitment 
made by Benigno Aquino to Misuari at 
a 1981 Damascus meeting. 

Corazon Aquino has distanced her- 
self from this approach and appears 
ready to discuss autonomy, not inde- 
pendence, for Muslims, with the 
MNLF’s more moderate faction. Even 
this could cause grave concern in neigh- 
bouring capitals. 

A second concern is the Malaysian 
state of Sabah, a perennial bone of con- 
tention between Kuala Lumpur and 
Manila since 1963. During the election 
campaign, on 30 January, Aquino re- 

uested a full disclosure by Marcos of 
his “deal” with Malaysia when he “uni- 
laterally renounced,” in 1977 any ter- 
ritorial claim to Sabah, thereby “surren- 
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dering” his country’s rights. Malaysia is 
justifiably alarmed about the nationalist 
overtones of the Aquino’ statement 
which could continue to exacerbate 
bilateral relations. 


E: within Asean councils, the 
Philippines situation will require 
some adaptafion, and not just to new 
personalities. For the past few years, 
the Philippines has been very much re- 
garded as the odd-man-out in Asean af- 
fairs. Visits to Manila by heads of gov- 
ernment became less frequent, and 
Marcos last called on a neighbour in 
February 1984 during Brunei's indepen- 
dence celebrations. An oft-proposed 
summit has been postponed since 1977, 
because Malaysia's prime minister re- 
fused to go to Manila (by protocol the 
next location) until the Philippines 
categorically renounced any claim on 
Sabah. Despite Thailand's present urg- 
ing for an early meeting, the new presi- 
dent in Manila may be less sanguine 
about any rash commitments. 

This is not for any lack of restraint on 
the part of Asean. All gov- 
ernments studiously avoided 
commenting on the internal 
affairs of a partner. Only 
Singapore's Prime Minister 
Lee Kuan Yew, during his 
last Washington visit, was 
publicly critical when he 
doubted the capacity of the 
Philippines to share respon- 
sibilities in the Asean com- 
munity. 

By custom, it falls upon 
the chairman of the Asean 
Standing Committee to act as 
spokesman for the organisa- 
tion. Since last June, this role 
was performed by the Philip- 
pine foreign minister in a 
much less energetic fashion 
compared to his vocal col- 
leagues. Nevertheless, For- 
eign Minister Salvador Laurel 
will have to prepare the an- 
nual meeting in Manila in 
June when Asean foreign 
ministers will be addressed by 
Aquino for the first time. 

She has already committed her coun- 
try to the implementation of a Zone of 
Peace, Freedom and Neutrality. If cam- 
paign rhetoric is any guide, there may 
be some substance behind her call for a 
region “free of nuclear weapons and the 
domination by foreign powers." 

Australian Foreign Minister Bill 
Hayden has already visited Aquino in 
Manila, reaffirming good bilateral rela- 
tions. Hayden's earlier criticism of Mar- 
cos and a corresponding cut in Austra- 
lian aid had induced Manila to bar Aus- 
tralian air force aircraft from using the 
Clark air base. Regional policymakers 
are optimistic about changes in the 
Philippines, yet their consequences are 
dena to have a long-term effect on 
Asean's cherished resilience. R| 
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By Mohan Ram in New Deifi 


fter a brief thaw, relations between 
India and Pakistan have cooled off 
again. Late last month New Delhi 
warned Islamabad that the latter's con- 
tinued involvement in Punjab — mean- 
ing clandestine support to Sikh ex- 
tremists — was a hurdle to the "process 
f building up friendship." Recent 
statements by Pakistani politicians on 
communal clashes in India have also 
angered Indian leaders. 
: The unmistakable indication. of 
ndia's hard line was the cancelletion of 
a visit by Prime Minister Rajiv Gandhi 
Islamabad originally scheduled for 
ril. The visit was planned as a follow- 
o the steady improvement in bilat- 
| ties since early last year. Pakistan 
lent Zia-ul Haq paid a one-day 
to New Delhi last December on his 


V 
the South Asian Association for Re- 
gional Cooperation (Saarc). 
> The post-Saarc euphoria was such 


sures in quick succession to improve 
ties. Zia and Gandhi agreed not to at- 


economic cooperation, and steps to 
liberalise bilateral trade were taken. 
Defence officials also met to defuse the 
tension in the Siachin glacier region of 
the northern border. | 

_ The long-stalled dialogue on Pakis- 
tan's offer of a no-war treaty and India's 
counter proposal for a comprehensive 
friendship pact was resumed. It seemed 
the pace had been set for a thaw cul- 
nnating in a mutual non-aggression 
act. As late as 17 February, Indian 
mbassador S. K. Singh said in Karachi 
at the two countries could look for- 





ace and understanding. 

But the new-found amity foundered 
.the rocks of Sikh violence in Punjab 
d communal riots elsewhere in India. 
wh was hastily summoned to New 
elhi for consultations and, on 25 Feb- 
uary, Foreign Minister B. R. Bhagat 
old parliament that Pakistan's training 
Sikh extremists was "crucial to us” 
d that India had “hard evidence.” 
Bhagat also disclosed that India had 
d Pakistan to desist from making un- 
anted references to its minority 
ommunities because it constituted di- 
t interference in India's internal af- 
rs and affected the efforts towards 





atement by Zain Noorani, Pakistan's 
nister of state for foreign affairs, on 
he recent Hindu-Muslim disturbances 
India. According to Noorani, Pakis- 








ard to the “dawn of a new era” of | 


mal relations. He was referring to a 


Mutual suspicions set back c Indo-Pakistani ties 


| 





y back from the successful summit of |^ 


that the two countries took several mea- - 


tack each other's nuclear installations. = 
Later the two sides agreed to enhance 


| SOVIET UNION 





| 
tanis could not remain indifferent to the 
plight of human beings, particularly - 
those with whom they shared bonds of 
religion, culture and family ties. 

In ruling out Gandhi's April visit to | 
Islamabad, Bhagat said such a visit | 
should be a historic event signalling a 
new relationship, but “we are far away 
from it." A scheduled meeting of the 
Indo-Pakistani joint commission, an of- 
ficial consultative body, in early March 
was put off indefinitely as was Bhagat's 
plan to visit Islamabad. 

Punjab and the communal tensions 
may be the immediate reasons for the | 
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setback in the quest for an Indo-Pakis- 
tani detente, which New Delhi has pro- 
jected as the centre-piece of its foreign 
policy since last year. But, more impor- 
tant, a major review of the country's ties 
with its neighbours appears to be in the 
making. Critics had labelled the Indian 
moves toward Pakistan last year as “in- 
stant diplomacy" which did not take the 
history of the region into account. 
epus Gandhi's rise to power in late 
1984, his aides including Foreign. 
Secretary Romesh Bhandari have held 
sway in foreign policy. The Foreign 
Ministry's policy-planning committee 
headed by veteran diplomat G. Partha- 


sarathy has been so ignored that he sub- 
mitted his resignation, but was pur- 


. suaded to stay on by the prime minister. 


The policy review could restore the 
earlier position which maintained that 
Pakistan was able to continue its hostil- 
ity to India mainly because of the supply . 









Kashmir A. S 


sions have made Jammu and: 


| of violence by pro-Pakistan f 


proposal for a no- -war r pact; dti thou ht, | 
"was made at Washington's prodding . 
and Zia's renewed peace offensive 
could result in another arms bonanza 


from the US. Thus, some planners 
argue, Islamabad's strategic link with | 


the US cannot be ignored — as it was 
during 1985. 


To appease Washington, Zia might 
make some compromises to arrive at a 
no-war treaty with India, but the treaty 
is unlikely to reduce mutual hostility un- 
less the long-standing Kashmir dispute 
is settled. Although the 1972 Simla 
Agreement between the two sides pro- 
vided that all outstanding issues should 
be resolved bilaterally Pakistan has not 
given up its insistence on a UN role in 
Kashmir. Zia reiterated this stance on 5 

March, which the Indian side _ 
took to meanthat evenafte: ~ 
no-war pact Pakistan cou _ 
raise the Kashmir dispute at 
‘the UN.: 
| Pakistan has contested the 
X accession of the princely state 
of Jammu and Kashmir to 
India in 1947 and maintained 
E that a UN-supervised plebis- 
| cite. should determine the 
B wishes of the predominantly 
~~ Muslim people of the state. 
‘India considers the accession 
legal and holds that the peo- 
le have cast their lot with 
ew Delhi through several 
subsequent elections. 

Even the existing bound- 
ary between Jammu and 
Kashmir and: Pakistan is in 
dispute. After the 1948 India- 
Pakistan war a ceasefire line 
was established, part of 
which was accepted as an in- | 
ternational boundary and th~- 
rest was called the line of-actual co 
trol. The wars fought since then have” 
altered the line of control which Indiq | 
wants Pakistan to recognise. A no-war\ 
pact without solving the boundary prob- | 
lem is meaningless, Indians point 
Out. 













New Delhi also contends that if acf 
Kashmir dispute is not resolved bilater- 

ally, Pakistan could attempt to altg 
status quo by resorting to inf 
and subversion. At the best gei 
factional squabbles and commgnak 













politically unstable. The rece 


talist groups in Kashmir led tc 
the state government (RE 
Mar.), enhancing New Delhi’ssconcern 
over Pakistan’s motives. As long as New 
Delhi feels that Islamabad is sil pal 
the communal situation inPunjab and | 
Kashmir, little Pee in oau rela- E 
tions is likely. | ui 











HEN you first handle a Patek Philippe, you 
become aware that this watch has the presence 
of an object of rare perfection. 

We know the feeling well. We experience it every time 
a Patek Philippe leaves the hands of our craftsmen. 
You can call it pride. For us it lasts a moment; for you, 
a lifetime. 

We made this watch for 
you -to be part of your 
life — simply because this 
is the way weve always 
made watches. 

And if we may draw a con- 
dusion from five genera- 
tions of experience, it will 
be this: choose once but 
choose well. 

A Patek Philippe - 
because it's for a lifetime. 
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Patek Philippe S.A. 
4], rue du Rhône - 121] Geneva 3 - Switzerland 
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Alcatel launches digital switching. 


On 30 July 1969 Neil Armstrong took a giant step into Today the Alcatel E10 switching system is No. 1 on the 
History, the crowning moment of one of the greatest techno- world market, with 20 million lines in service in more than 
logical adventures of all time. 50 countries. i 

That was the year that we brought the world's first digital We spend 14 96 of our annual turnover on the research 
switching telephone exchange into service in France. It was necessary to maintain our technological lead. In 1986 we 

a technological victory in another dimension - voice shall be the first manufacturer to provide European 
transmission using computer-like digital signals. A solution businesses with access to ISDN - Integrated Services 
that all our competitors were to adopt seven years later. Digital System - including video-conference facilities, 
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facsimile and telecopy transmission, telephone and data 
transmission, electronic mail, text and image distribution, all 
relayed by'the Telecom 1 satellite. 

The extent and breadth of Alcatel's technical know-how 
places the group among the rare designers of global tele - 
communications systems. 

The communications of tomorrow. Today. 


Alcatel, ahead of time. 


e contact: Alcatel Thomson International. 33 rue Emeriau. 75725 Paris Cedex 15. France. lel. 33 (1) 45 711010. Telex 250927 
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On-time delivery of a new CF6-80C2. 
This is not the end of a sale. It’s the 
beginning of a lifelong relationship in 
which we give absolute first priority to 


the needs of our airline customers. 
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The Heritage 


A pair of hand-made silver anklets—from the 
| 2,500-year-old Gandhara Civilization. (Taxila Museum, Pakistan) 





At Pakistan International, precision and skill 
come naturally to us from a culture that is 
thousands of years old. 








Pakistan International 
Great people to fly with 





FLYING TO: ABU DHABI, AMMAN, AMSTERDAM, ATHENS, BAGHDAD, BAHRAIN, BANGKOK, BEITING. BOMBAY. 
CAIRO, COLOMBO, COPENHAGEN, DAMASCUS, DELHI, DHAHRAN, DHAKA, DOHA, DUBAI, FRANKFURT. 
ISTANBUL, JEDDAH, KATHMANDU, KUALA LUMPUR, KUWAIT, LONDON, MANILA, MOSCOW, MUSCAT, NAIROBI. NEW YORK. 
PARIS, RIYADH, ROME, SANA’A, SINGAPORE, TEHRAN, TOKYO, TRIPOLI and 29 destinations within Pakistan. 
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wrath of those — in the US Senate, for 

— example: — trying to prevent the piracy 

| of intellectual property and the abuse of 
pyright). - 

Governments already sensitive to 
what they construe as unfriendly report- 
ing or criticism have not been rendered 
more tolerant by the string of economic 
difficulties facing the region — for ex- 
porters.of manufactures, oil and other 
commodities. The recent ignominious 
fall of Ferdinand Marcos has not helped 
matters. 

Sadly, | must report that the Indone- 
sian authorities have refused to renew 
the visa of our Jakarta correspondent, 
Lincoln Kaye, after only one year in the 
post. 
€ INDONESIA, in common with sev- 
eral other nations in the region, is in 
great need of being reported and inter- 
preted to the outside world by intelli- 
ent and balanced journalists such as 





.aye — and not only whenever the lo-. 


cust swarms of out-of-town pressmen de- 
scend on the country, as they will when 
"Ronald Reagan ca Is in on Bali next 
mth. 
~ Ironically, the commander of In- 
donesia's armed forces, Gen. Benny 
Murdani, recently complained that jour- 
nalists. in Jakarta do not stay long 


L enough to acquire any deep knowledge | 
ot only does the treat- - 


“of the country. N 
ment of Kaye 





scourage the cause of 


responsible journalism, it has cut short - 


his considerable efforts to follow Mur- 
dani's advice and get to know the lan- 
guage and the people of Indonesia. 


€ TALKING of Rolls Royces, as we- 


were recently [20 Mar.], several pur- 
portedly .true motoring stories surfac- 
ed recently. One concerns a Rolls 
drawn up on the side of a UK motor- 
-way at night and a nearby figure evi- 
. dently relieving himself behind a bush. 
A. two-man police car draws up. One 
officer approaches the figure. “And 
-what do you think you're doing?" he 
asks. “I'd have thought that wash per- 
| fectly obvioush, offisher,” 


Plies. So he's asked to blow into à 





arg or so. "Malays: 







REVIEW's former Kuala Lumpur 







lin le. 
publications to ad 
photocopying. 
machines will ensure that the measure | 
: does not inhibit the flow of. information 

(which seems to me likely to incur the 


the man re- | 





| e which turns bright green. 


“You're in no condition to drive,” 
the policeman says. "You'd better get 





into our car and. m € colleague here will | 
-drive you to the poli 
| testingly the drunk is poured into the 


ce station." Unpro- 


police car and is driven away. The first 
policeman walks round to the driving 
seat of the Roi and finds a chauffeur 
sitting there. ^. 






€ AN English driver. is stopped for 


speeding along a highway in the US. On 
request, he produces his British driving 
licence. The i op examines it carefully. 
“TH just g you a warning this time,” 
he says. 





your licence.” 


€ A VERY senior official of the New 
Zealand Foreign Ministry whom we'd 


better call Mr X went to a party one re- 
cent Saturday evening at which he 
drank heavily. The next morning he was 
rudely woken by his young children who 


reminded him that he'd promised to 


take them to the wildlife safari park. 
Despite his terrible hangover, Mr X ag- 
reed and they all climbed into the 
brand-new family car. 

In the park, they stopped near a herd 
of giraffe. One of the young children 
pressed the button which lowered one 
of the powered windows — and a giraffe 
stuck his neck through. Startled, the kid 
promptly hit the other button, and the 
window rolled up trapping the giraffe 
around the neck. The beast began to 


leap around and suddenly was sick — | 
delivering a whole neckful of giraffe | 
vomit into the car's interior and over its | 
passengers. The giraffe's alarm grew | 
and it began kicking violently, smashing | 


one of the car's lights and denting a 


good deal of bodywork. Finally Mr X 
| managed to lower the window, and 
| the giraffe lolloped away to join. its 


mates. 
The family cleaned themselves up as 


| best they could and turned for home. 
| On the way they came upon another car - 
which had smashed into a lamppost. Mr | 


X stopped to see if he could be of help. 


questioned the driver of the crashed car. 


He then turned to our hero and asked | 
| how he had been involved in the acci- 
dent. Indignantly Mr X denied that he'd 


been involved, whereupon the police- 
man pointed to his smashed lights and 


dented paintwork. “That wasn't an acci- - 


dent," 
prae 


said Mr X. "That was done by a 


two o years." 
It sounds like the CR, tall story. 


e ' EVER since > Prince Hiro, the son of 





“wou 
imperial consort. Probably as a- 


‘an see you're a first- class 
driver. There are four endorsements i in 


much for his descendant 


| full grandeur of just over 5ft 6in.) 
At this point a policeman appeared and | 

| tallness: he sounds like a bit of what o1 
of the ever-proliferating America 
| minority movements calls a “heightist 
(and I’m not even sure whether he's | 


| funniest cartoons in Punch a couple 


in. high. One bystander was expl 





tumn hine hiss étirlies at Oxford Univer: 
sity, the ee m has e 
speculating abo Wad e 
marry. AS Patil \ | 

























































74” while wearing zhi 
Japan's royal fami 
generations, kept the 
iex male heirs off to shor 
d be thought aesthetica 
nate if an empress overshad 


the family is royally diminutive 
peror Hirohito, Crown Prince 4 
and Prince Hiro might all be de 
try-out for a school basketball ti 
even in Japan.  . 
€ ACCORDING to the. proper a a 
thorities, the future princess must als 
have a clean bill of health going bac 
three generations, a good academic rt 
cord, and an absence of relations wit 
the opposite sex (the Japanese wordin 
is slightly different). She ought to hay 
attended  Gakushuin University 
Gakushuin High School, where th 
perial family members have traditi 
ally studied. Japan's post-war cons 
tion forbids that her amily be involved 
in politics. ix 

Wadden argues that, to infuse a bit 
of height, the royal family should look 
to the female side — that it’s high tim 
to infuse some high-minded genes. So 
he is in favour of an added practical qual- 
ification: the little princess should have 
at least two brothers over six feet tall 
if that does not impossibly narrow th 
field. — 

Emperor Hirohito, royal by birth 
marine biologist by vocation, kno 
well the principle of inherited 
teristics, Wadden asserts 
bride with tall broth 





Olympian. What a shame if the im 

family misses this golden chance to a 

to its stature." i 
Personally (and speaking from th 1 


can’t see why Wadden is so intent o 


his genetics right). I do not see why th 

Japanese royal family should not re 
flect the national genius for: miniaturisa- 
tion. : 
@ EVERY year since World War IT, a 
very large Christmas tree has been put 
up in London’s Trafalgar Square, a gi 
from the people of Norway. One of t 


months ago featured a crowd in 
square gazing at a tiny fir tree, abo 


ing: "It's a gift from the peopl 
"Span i 
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By James Clad in Manila 


| n the weeks after the abrupt departure 
of Ferdinand Marcos, the new govern- 
ment has been issuing a series of an- 
| nouncements and decisions, ranging 
| from the sequestration of newspapers 
linked to people close to Marcos to new 
revelations of abuses during the former 
president’s 20 years of power. But in the 
background the bigger issue of con- 
solidating power dominates attention, 
including the removal of pro-Marcos 
elements in the government administra- 
tion and delicate talks with Muslim 
| separatists. 
= The moves by President Corazon 
| Aquino's government to sequestrate 
some of the print media follow previ- 
ously announced intentions to sell off 
portions of the Marcos-owned broad- 
casting media. Three TV stations, repu- 
tedly owned by Marcos's daughter 
Imee, will come up for sale at some in- 
definite time in order, as new Informa- 
tion Minister Teodoro Locsin put it, to 
demonstrate that the new regime “does 
not intend to have a monopoly of mass 
communications in the country." 

The forced takeover of the Times 
Journal and the Daily Express fits the 
| same purpose. Former Philippine am- 

bassador to the US Benjamin Romual- 
dez — brother of Marcos's wife, Imelda 
— owned the Times Journal while one 
. of Marcos's closest business associates, 
Roberto Benedicto, controlled the. Ex- 
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past. 









The problems of dealing with the past 


: F erdinand Marcos not only made an impression on Philip- 

A pine history — for good or bad — he also made a deep 
one on a granite hillside at La Union, about one day's drive 
from Manila. A four-storey high bust of the hastily departed 
former president, finished last year, dominates a nearby re- 
sort. The new government thinks it has found a way to live 
with this highly visible reminder of the 


Although those who favour dynamit- 
ing the bust have relucfantly accepted 


Pressure on 'holdouts' 


Aquino government continues efforts to get rid of Marcos men 


press. The sequestration announcement 
said the government would decide whe- 
ther these print and broadcast media 


had been acquired "through ill-gotten | 


wealth." 
Behind this flurry of adjustments — 
all taking place in the capital — lies a 


bigger imponderable. While the mass of 
the Philippine people indisputably turn- 
ed away from Marcos in the final years 
of his government, in the provinces they 
played a passive, onlooker's role in his 
downfall. The new administration wants 
to replace long-entrenched Marcos peo- 
ple and secure its hold on the govern- 
ment apparatus outside Manila. 

Hence, the Aquino government is 
taking steps to redraw the provincial po- 
litical map. But this is a tricky opera- 
tion. It means more than just engineer- 
ing the departure from office of some 
notorious pro-Marcos governors hold- 
ing out in provinces such as Lanao del 
Sur or Negros del Norte. 

Hundreds of lesser functionaries of 
the former regime, many of them 
elected, also fear for their jobs. Unlike 
some governors — Lanao del Sur's Ali 
Dimaporo or Negros del Norte's Ar- 
mando Gustilo, for instance — they 
have no recourse to private armies, but 
they are hanging on grimly, going slow, 
or simply not cooperating. 

All of which makes life difficult for 


the new government. The Manila press 









"qus Ei; ing headway in at least offering solutions to the first two is- 
do m A tang led legacy sues, while the problem of the bases will be dealt with later. 
| To blunt the appeal of the Communist Party of t 
Philippines (CPP) — its military wing, the New Peoples 
Army (NPA), as well as the broad-based leftist National 
Democratic Front (NDF) — the new government has taken 
a number of important initial steps. These include the re- 
lease of prisoners associated with the the CPP — despite 
publicly expressed qualms by the pred i a! 
The second step is the creation of the Commission on 
Human Rights (REVIEW, 20 Mar.) by former senator Jose 


"Tourism Ministry pleas to keep it intact, 
the authorities consented to an exorcism 
eremony by local Ibaloi tribesmen, who 
poured blood from a black pig over the 
enormous stone face. 

Dealing with other legacies of the Mar- 
cos era may not be so easy. Among the dif- 































ficult issues that must be faced are the - 
communist insurgency, the ruined econ- - 
 omy and the future of the US bases on || 
Luzon. The new regime seems to be mak- _ 


Pimentel: force option. 





in recent days has. carried repeated 
threats by government ministers against 
so-called “holdouts” from Marco ° 
party, the Kilusang Bagong Lipün: 
(KBL). The government, warned local 
government minister Aquilino Pimen- 
tel, might be “compelled to use force 
against KBL local executives who resist 
through arms and intimidation the 
order that they turn over their offices to 
new appointees.” On the same: day; 
Vice-President (and Prime Minister and 
Foreign Minister) Salvador Laurel ac- 
cused Dimaporo and Gustilo of try- 
ing to "destabilise" the new govern- 
ment. 


gr say the stiffening resolve by 
stalwarts of the old regime results 
from continuing uncertainty inside the 
new one about whether it is to be a rev- 
olutionary government or simply a con- 


-— 


Diokno, a key adviser of President Cora- 
zon Aquino. And the third is a commit- 
ment to make at least some start in improv- 
ing the abysmal health and welfare situa- 
tion. A 1985 survey by the Philippine 
Food and Nutrition Research Institute — 
not published at the time by the Marcos 
government — has just appeared. It 
shows steeply falling nutritional levels in 
Manila, especially among children. In 
other moves Aquino has reinforced her 
moral link with the less-privileged by 
declaring Malacanang Palace open to all 
m 15 March in “Cory’s Day With the 
oor." : Meee a 
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Laurel: detailed talks. 


tinuation, albeit by extra-constitutional 
means, of the constitutional status quo 
ite (REVIEW, 20 Mar. ). 

One prominent anti-Marcos news- 
paper, 7he Manila Times, reported on 
18 March that “provincial warlords and 
holdover Marcos officials are seen in 
government quarters as becoming more 
combative as the administration con- 
tinues to delay a decision over whether 
it would proclaim itself a revolutionary 
government that would exercise extra- 
ordinary powers to launch political re- 
forms." 

Chief among those *reforms" would 
be a much,speedier replacement of re- 
calcitrant mayors and district chiefs — a 
tempting prospect, both for reasons of 
patronage possibilities (especially for 
Laurel's Unido party machine) and also 
because genuine reform in the coun- 
tryside will depend on the calibre of offi- 








cials entrusted to carry it out. Another 
reform — needed or not, depending on 
one's point of view — would be the 
amalgamation of two or more pro- 
vinces into a larger unit. On 17 March, 
Laurel alluded to this possibility, say- 
ing Negros del Norte might be “reuni- 
fied" with Negros Occidental. The Mar- 
cos regime divided the area into two 
provinces. 


IH ut in weighing whether to use what 
another newspaper called "the new 
government's extraordinary powers flow- 
ing from its revolutionary mandate," 
Aquino 's advisers are pondering several 
weighty factors. First, they have no 
guarantee. that replacing Marcos ap- 
pointees will be any faster in some areas 
— even with self-styled “revolutionary” 
powers. Secondly, they know that fail- 
ure to disarm quickly the feudal armies 
controlled by Dimaporo or “Marcos 
cronies,” runs the risk of exposing them 
to something that every government, 
old or new, fears most: ridicule for inef- 
fectuality. 

The task is not a light one. Private ar- 
mies and other collections of variously 
armed groups number several thousand 
men. Dimaporo alone is reckoned to 
have at least 500 — many armed with 
high-powered automatic weapons. In 
the final weeks of the Marcos regime, 
officers loyal to the former president al- 
legedly distributed many of these 
weapons to outfits like Dimaporo’s. No 
wonder, then, that Laurel spoke on 17 
March of the government’s desire to 
avoid violence, adding that “we don’t 
want to set precedents leading to a reign 
of terror.” 

But by the middle of March the signs 
of acquiescence to the new order from 


the country’s 72 provinces were gener- 
ally favourable. The delicate matter of 
disarming, sometimes literally, oppo- 
nents of the new government is making 
headway, and no local powerbroker had 
yet offered open, armed resistance. 
Even Dimapogo, deposed as governor 
by Manila, felt constrained to go 
through a theatrical surrender of arms 
in Iligan City to buy more time. 

He surrendered more than 100 fire- 
arms to the military in the first week of 
March but it escaped no one's attention 
that the weapons he gave the local mili- 
tary commander were mostly World 
War II guns, “almost as old as Dima- 
poro himself," one Manila newspaper 
joked. And despite his sacking, with an 
effective vacuum of convincing civil au- 
thority in Lanao del Sur, he remains 
very powerful. 

The most risky exercise is the jockey- 
ing for advantage among the deeply fac- 
tionalised movement for some form of 
Muslim autonomy among Mindanao's 
13 provinces. The Moro National Liber- 
ation Front (MNLF) is rent by deep 
splits. Those who seek full indepen- 
dence for a separate Muslim state in 
Mindanao — where there are also large 
numbers of Christians — are led by Nur 
Misuari, now residing in the Middle 
East. 

Other MNLF exiles, led by Dimas 
Pundato, are content to settle for great- 
er autonomy. During the February 
presidential campaign, the Muslim 
separatist issue surfaced repeatedly — 
with Marcos accusing the then-opposi- 
tion of seeking a dismemberment of the 
Philippines by agreeing to Muslim au- 
tonomy. Laurel began detailed talks 
with the autonomists in Manila in early 
March. Oi 


— Diokno has said his proposed commission will not con- 


party) has entered a much predicted phase of disintegration. | | 


The former labour minister, Blas ', announced on 15. 
March the creation of a new political party, the Partido —— — 
Nacionalista ng Pilipinas (the Philippine Nationalist bod um 
— PNP), which amounted to a return for the KBL to an old, 
pre-Marcos political form... : | PX 
Ople accused Marcos of trying to orchestrate KBL affairs — 
from Hickam Air Force Base in Hawaii — a charge that 
some believed gained credence with the release by Enrile of | 
telexes sent to him by Marcos. The messages among other - 
things said, “we are keeping our agreement," a reference toa 
purported “deal” between him and Mar- 
cos that Enrile des denied. “I have 
no agreement with Marcos," Enrile in- 
sisted. S 
Meanwhile, the deposed leader is still 
seeking permanent asylum. As short- or 
longer-term refuges, both Spain and 
Singapore were mentioned — but by 17 
March Madrid's pee response had 
become unequiv y plain. And in the. 
unlikely event that Singapore might want — 
to burden itself with Marcos, Foreign — 
Minister Salvador Laurel made it clear- 
that such a move would not be welcome. — — 


e itself to abuses which occurred during Marcos' rule but 
Il act as a watchdog over the new regime to prevent out- 
rages from happening again. Even Defence Minister Juan 
Ponce Enrile (who held the same job under Marcos) would 
ru age cem to trial if found guilty of abuses, sources 
* his plainly hits a responsive chord: the local press has 
carried an increasing number of stories about *disap- 
peared" persons, and Diokno acknowledged that Argen- 
tina's Commission on Disappeared Persons — set up by that 
. country's civilian government in 1983 — 
. would provide him with a model. 
Meanwhile, a proposed commission 
for national reconciliation has yet to be 
formed. And while there has been no 
_ Shortage of proposals for a ceasefire, re- 
cent flare-ups in fighting, especially in 
- Negros Occidental and Cebu, have put 
» paid to rumour-mongering by the local 
. press that the armed confrontation with 
the communists might soon be halted. 
. Elsewhere, less shadowy enemies of 
the regime :fre doing more overt damage 
.to themselves. The Kilusang Bagong 
Lipunan (KBL — Marcos’s political 
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DIPLOMACY 


Commitment needed 


Vietnam fears US may not want improved atmosphere 


e 
By Nayan Chanda in Hanoi 


he US-Vietnam agreement on the 

resolution of the issue of Americans 
missing in action (MIA), could be in 
jeopardy if Washington reneges on its 
pledge to create a favourable atmos- 
phere for cooperation, Vietnamese 
Foreign Minister Nguyen Co Thach has 
warned. 

A recent statement by US Assistant 
Secretary of Defence Richard Armitage 
concerning the possibility of Americans 
still alive in Vietnam, together with re- 
ported US refusal to put in writing its 
agreement with Hanoi on the MIA issue 
seem to be behind Vietnamese charges 
of US backtracking. *A commitment by 
only one side is not a commitment," 
Thach told the REVIEW. 

On 1 March, the Vietnamese party 
daily newspaper Nhan Dan noted in a 
commentary that some senior US offi- 
cials declared that “they were ready to 
use force, if necessary, to free any Ame- 
rican prisoners of war they know to be 
still imprisoned in Indochina.” It then 
quoted Armitage as having told a con- 
gressional hearing that the US Govern- 
ment had received increasing reports 
about American soldiers still living in 
Indochina. Such statements, the news- 
paper said, were irresponsible, erro- 
neous and showed a lack of goodwill. 

Asked during an interview several 
days after the Nhan Dan commentary if 
Vietnam would be able to live up to its 
pledge of resolving the MIA issue by 
1987, Thach said: “Yes, if the Ameri- 
cans live up to their commitment, for 
opi: to create a good atmosphere. 
But if now and then they spoil the at- 
mosphere, it is another matter." 

Thach acknowledged that he had not 
seen a transcript of Armitage's remarks 
and his information was based on what 
was broadcast by the Voice of America 
(VOA). “Sometimes the VOA does 
stupid things, but we have no other 
means to check what Mr Armitage said. 
It (VOA) said that they would send 
American forces to liberate [American 
prisoners] . . . that's stupid," he said. 

However, in a rather unusual public 
appreciation of domestic concerns, 
Thach said: "I know that Armitage 
would like to make that statement for 
the American public but there is 
another side — the Vietnamese side — 
he has forgotten." 

While the Armitage remarks pro- 
vided Hanoi with a peg on which to hang 
its criticism, another cause for Vietnam- 
ese unhappiness seems to be US unwil- 
lingness to put proposals and agree- 
ments on paper. Western sources told 
the REVIEW that before the visit of a US 


44 


technical team searching for remains of 
missing servicemen, the US had com- 
municated to Hanoi its response to a 
Vietnamese proposal. While Thach re- 
fused to go into specifics of the US re- 
sponse, which he confirmed, he said 
that it concerned putting together 
points of agreement on the basis of 
plans submitted by both sides last year. 
Thach said: “We have accepted some of 
their points and we accept their amend- 
ments . . . We even came to a verbal 
agreement. And now we put that on 
paper and they say it's not necessary to 
put it on paper. So we say, ‘if you want 
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mitage may be ammunition in the hands 
ag those who are unenthusiastic about 
the cooperation. 

Following a recent trip to Vietnam, 
congressman Gerald Solomon claimed 
that the Vietnamese acknowledged 
“there could be live Americans in the 
mountains and in the caves.” However, 
foreign newsmen present during the 
press briefing by Vietnamese Vice- 
Foreign Minister Hoang Bich Son, said 
that the whole issue arose from a mis- 
translation and misinterpretation of 
Son's remark. There was no change in 
the Vietnamese position which hàs al- 
ways been that it does not hold any live 
Americans. 

In response to a question whether it 
was possible that some Americans were 
living in Vietnam without Hanoi's 
knowledge, Son is reported to have 
said that it was possible that some — 
illegally infiltrated into the country — 
lived outside government control. The 


MIA leave Hanoi: charges of US backtracking. 





to have a free hand why not us?’ It's not 
reasonable." 

Foreign observers in Hanoi believe 
that while Hanoi may not have expected 
a direct political benefit from its coope- 
ration on MIA, it expected that an im- 
provement in the atmosphere would in- 
directly help Vietnam in dealing with 
Asean and China over Cambodia. The 
fact that there has been no let-up in US 
criticism of Vietnam despite return of a 
large number of remains and informa- 
tion about MIAs may have raised doubt 
about the value of Vietnam's coopera- 
tive approach. 


bservers in Hanoi say that the Viet- 

namese decision to cooperate with 
the US on MIAs without any obvious 
quid pro quo is not universally popular 
among Vietnamese policymakers. Re- 
cent charges made by US congressmen 
about Vietnam having “confirmed” the 
existence of live Americans in Vietnam 
and the more recent statement by,Ar- 





answer clearly did not relate to Ame 
can servicemen missing in action. 

“It was a clear case of each side read- 
ing a meaning of his own into what 
was said," said one foreign observer. 
"While the questioner presumably had , 
in mind American deserters living in re- 
mote areas outside government control, 
Son was thinking in terms of Rambo- 
style infiltrators.” 

Solomon is one of a few congressmen 
who have consistently maintained that 
Vietnam is still holding American pri- 
soners. His interpretation that Son's re- 
mark to the press was a confirmation of 
Americans living in Vietnam led the 
Hanoi Foreign Ministry quickly to issue 
a clarification, saying that if there were 
Americans in Vietnam they would be 
“hiding out of the control of the Viet- 
namese Government." 

They could only belqng to two 
categories, the statement said. Either 
they were “planted behind for a post- 
war plan” or “illegally infiltrated into 
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ed a | visiting | US team from the 








left Hanoi the Vietnamese media 
launched a strong attack on the US for 
‘its alleged “lack of goodwill.” 
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» Mark Tran writes from Washington: Tn 
the flurry caused by Solomon's claim of 
anew position by Hanoi on the possibil- 









Reagan administration has 





no alleged "sightings." 





Vietnam and | | 

© While criticising the US for not keep- 
ing its commitment, Thach however, 
|! left the door ope 1 for continued coope- 
| ration if the US, in practice, respected 
|. its commitment even without putting it- 
"1 writing. Asked if there was going to 
e a retrogression, he said: “I think it 
b resolution of the MIA fecti can 


























are still alive in Vietnam, it cannot rule 
out that possibility. 


putiton paper | th sides: hould diespect 
'their promises. But that does not tie 
either of the two parties." 
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oint Casualty Resolution Centre witha | | 
| list of 49 cases of American MIAs and | c 

' handed over 21 sets of remains as prom- | r 
| ised earlier. But on the day the US team |. 
ie Van 


believers in a 





















rans hounding the adm 
las ity of Americans being alive in Viet- 
) Hanoi for the first time im 


aimed that Son had iola Ea 
u ‘Vietnam had dispatched three | 
teams into. the countryside to investi- - 
| whether Americans remained in | 
Vietnam. By handing over information - 
on three live. sighting [epos — enough | 


 ficers calling of 













‘can, but. not enough to compromise in- 
telligence- sources and methods — the’ 
Americans are hoping to probe Hanoi's- 
| goodwill. The Defence Department has. 
2 "unresolved" live sighting cases. 
| ion is that though it has not 
able to prove that Americans - ol 
| true, he said. The commiittée, 


Washington is coming under increas- 
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views were given a respé 
recent senate hearings of 
Affairs Committee chai ed 
Frank Murkowski. f 
But the worst fears of the com 
- *wackos and crazies running 
in the words of one aide — did 
materialise. Senators listened. intet 
to detailed a br ONE of senior US 
further intelliger 

erations to track down live Amer 
because the issue was too controver 
Outgoing assistant secretary of 
for East Asia and Pacific affairs, 
Wolfowitz, dismissed the charges a 
founded, far-fetched and .slande: 
The assumption of the US with 
information in order to speed 
maligation with Vietnam was sii 







































































came to no definite conclusion, m iv call 
further Hearings later. U 
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The re-opening of China to foreign trade 






the world’s largest potential market. 


As Huan Xiang, a member of the Standing 
nmittee of the People's Congress and 
ser to the Chinese Academy for Social 








ig in May 1985: 
“The policy of opening up to the outside 









st made a decision to adopt special policies 
nd flexible. measures regarding Guang- 
ong and Fujian Provinces, and later estab- 
ished the four Special Economic Zones, 
Shenzhen, Zhu hai, Shantou and Ziamen, 
o hed up: the 14 coastal cities and Hainan 
















} | , x foreign capi- 
al and made efforts to attract ct foreign enter- 


m 1 1984, the 14 coastal cities z a one " ie 
ver 400 agreements: s on utilis 












This book explains how to do Lesineas 

th China by taking advantage of these | 
new opportunities. - dt discusses the — 
country's economic performance and po- 
. tential, the economic geography of the 
country, the political system, the role, | 
olume and channels of doing foreign - 
ern the e forms. of i doing $ business 
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and investment has demolished the last 
major bastion to Western trade, opening up 


es, explained at a conference in 1 Bei- 


_world has become a long-term fundamental _ 
policy of the government. The government 
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own declaration in support of a signa- 
ture drive for direct presidential elec- 
_| tions. Kim Jee Giel, chairman of the 
:3 will f said: Nis believe that it is Mes 






































..dinalin taking và ind n keeping wi 
past patterns. The coalition of church 
it represents ate not united on polit 
issues and internal divisions made it d 
ficult to make quick decisions. Acti 
| member churches have a freer rein tli 
the Catholics in the realm of political 2 
it of the country's 40 million | tion however: as NCC general secreta 
_ the Catholics in. South | Rev. Kim So Young said: “They |t 
| Catholics] can speak, but we can. a 
|. Ata meeting on 17 March, the 
revealed the names of 1,050 clerg 
collected from across the countr 
porting the constitutional amend: 
On that morning most of the pror 
NCC members were prevented from e 
tering their headquarters in. cent 
Seoul by a phalanx of police. The N X 


net i de ivity Geginst the regits 
ment dili Marcos. A KCJPC state- 

i“ At last the people of the.) 
re free of their chains, and T 
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as their Filipino counterparts, but there | 
has been pressure within the church to 
ore strident position against the - 
government. As one Catholic com- 
mented: “Many middle-class church- 
goers cannot take very strong political 
fear of the repercussions. 
; Hey do like to hear their. 
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m in a ser- |. 
ong Cathedral | 
dissident lead- 
ers Kim Dae J m Young Sam, 
as well as a deleg: sympathetic 
Americans led by Congressman. Tom 
Foglietta. The sermon marked the last 
day of a nine-day meditation on the. 
country's political problems which the 
cardinal had organised for his own arch- 
diocese of Seoul. 

Without declaring a political affilia- 
tion; thé cardinal called on Catholics to | 
press for democracy and follow “the 
voice of the people and the will of God." 
He called for a constitutional revision 
which would make democratic elections 
possible, saying "there are no reasons |. 
why the revisions should be delayed," - 
thus running against the government's 
position that any changes can take place - 
only after Chun steps down in 1988 and 

new president is in office. 

. "The Korea Catholic Justice and 
Peace Commission (KCJPC), a human- 
rights group. ‘composed of clergy and 
laity and partly appointed by the 
bishops, has issued a nine-point state- 
nfent calling for, among other things, 
freedom of speech and press, democra- 
ticisation of both the central and local 
governments. and an end to violence 
against political dissidents. In addition, 
on 3 March the Rev. Moon Ik Hwan, a 













says it plans to spread. the 
the laity, but. it expects lay sig 
will be harder to obtain because 
risks involved, 


priests - ‘ke a stand, and in many 
| parishes have grown impatient for a 
more aggressive approach by the church." 
. The influence the cardinal has - 
beyond his flock is not easy to quantify. 
Although Catholics are outnumbered 
by Protestants, counting for around 8 © 
million, they are better organised and, | than the NKDP in a campaign of 
unlike the Protestants, are relatively im- | sort, especially in the provinces. ^^ 
mune from factionalism. This has made | will be getting people tosign atservice 
the cardinal the best-known churchman | said one NCC spokesman. Accordin 








' ven so, the churches may have ab 
»ter chance of collecting signatu 













Protestant minister who leads a human 
and workers’ rights group, announced 
that Catholic priests supplied 191 of the 
303 signatures his organisation had col- 
|. lected on its petition, calling for an end 
to Chun's military-based regime. 

_ A foreign Jesuit who has had long ex- 
briehce with the Catholics here says 
the most important influence prod- 
ding the cagdinal land the Roman Catholic 
Church into action has been the recent 
example PE the GODS where the 
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in the country. As one Western dip- 
lomat put it: "He represents a moral 
force, and an institution with very solid 
foundations in a country where almost 
no others exist outside of the govern- 
ment." 

Soon after Cardinal Kim's sermon 
on 9 March, the Korea National Council 
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A sensitive analogy: page 48 
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arecent NKDP statement, the party v 
able to collect around 6 ,000 signature 
for its petition by mid- March. 1 

The Catholics and the NCC has 
traditionally been the most active « 
church groups, but Christians have. 
been as forceful in their anti-gov 
ment activity in the 1980s as they wer 
the previous decade under former pr 
dent Park Chung Hee..As one prie: 
flected: "We are still a long way 
the old days when anti-governmen 
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mons were trumpeted through mega- l 


phones outside the churches.” And 


some Chfistian activists have com- | {| 


plained that ties with students have be- 
come looser in recent years, as the stu- 
dents have become more radical and 
anti-American. Tightened government 
controls on students have made associa- 
tion with arrested stüdent leaders 
dangerous — legally and politically — 
since the charges being levelled against 
them are tantamount to treason. 

The government is not pleased with 
the new Christian activism. It has fre- 
quently labelled the signature campaign 
as mere trickery by greedy politicians. 
But the entrance into the fray by non- 
political figures such as Cardinal Kim — 
who have been critical of politicians on 
both sides — weakens the charge. As 
ruling the Democratic Justice Party’s 
(DJP) Na Om Bae explained: “Al- 
though they are allowed to, I do not 
think that religious groups should be- 
come involved in politics right now.” He 
added that the DJP is trying to keep a 
dialogue going with Christian leaders. 

The NCC's plans to push its own sig- 
nature campaign will further scotch the 
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government's hopes that the whole 
phenomenon will die out because of bad 
organisation and pressure from the au- 
thorities. Finally, with Chun planning a 
trip to Europe in April which will in- 
clude stops in France and Belgium, 
where the Christian churches are in- 
fluential, the cardinal's statements should 
be particularly annoying to Chun. 

The entrance of the church into the 
political arena comes at a time of rela- 
tively high confidence within the oppo- 
sition. The NKDP regards the Aquino 
victory in the Philippines as directly re- 
lated to its struggles and the chances 
of the signature campaign succeeding 
are improved by the government's deci- 
sion to allow it to continue indoors 
rather than totally outlawing it which 
had been the case. oO 
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Foglietta and Kim Dae Jung; Cardinal Kim: added impetus. 








sensitive analogy — 
Experts debate whether Chun can become a Marcos 


By Mark Tran in Washington 


J ust as the Philippines was not another Iran, so South Korea will not be 
another Philippines. So say US officials and analysts here. The moment of 
truth, when Washington has to choose between an increasingly unpopular 
government and the opposition, is a distant prospect in South Korea if indeed 


it will ever come. 


For the time being, the US speaks out publicly when the Chun government 
becomes, in its view, too heavy-handed with the opposition. Thus in recent 
weeks, the administration has expressed its belief that the right of citizens to 
petition the Seoul government is a basic democratic right. 

The State Department has said: “We believe that it is inconsistent with 
basic democratic principles to deny citizens the right to petition their govern- 
ment . . . We will continue to do all we can to emphasise our support for demo- 
cratisation in [South] Korea." 

_ Private prodding has accompanied public statements. The US Embassy in 
Seoul, for example, has badgered the Chun government into providing better 
medical treatment for opposition leader Kim Dae Jung. The congress has gen- 
erally gone along with administration policy. 


But military aid to South Korea has sailed through the congress without dif- — 


ise and indeed, the chairman of the House Subcommittee on Asia and 
Pacific Affairs Stephen Solarz has advocated more generous repayment terms 
for US Foreign Military Sales credit programmes. For fiscal year 1987, begin- 
ning in July, the Reagan administration has 
requested US$232 million, an increase of al- 
most US$68 million over last year's request. 
Even if the White House fails to get the full 
amount, domestic budgetary pressures in 
the wake of the Gramm-Rudman-Hollings 
deficit reduction law will be as much to 
blame as foreign policy considerations. At 
the moment, South Korea is not being singl- 
ed out for particular criticism in the pre- 
liminary foreign aid discussions, though this 
could change if the political atmosphere in 
South Korea heats up further. 

Already the chairman of the House 
Foreign Affairs Committee Dante Fascell, 
a Florida Democrat, put on the record his 
criticism of the Chun government. While 
acknowledging that comparisons with the 
Philippines may not be very appropriate, - 
Fascell felt one lesson seemed worth heed- | 
ing. He said: *President Marcos lost his 
mandate to rule as he violated the rights of 
his people and frustrated their longing for 
democratic rule . . . Americans fought and 
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dom of [South] Korea. The time has come — indeed is overdue — for the 
[South] Korean Government to restore to its citizens the control of their own 
destiny." Such sentiment could snowball if the Chun government fakes 
harsher measures against dissidents who are now mounting a signature cam- 
paign for constitutional reform. | 
The administration has gone on record, refining the *Reagan doctrine" — 
which calls for US backing of anti-communist insurgents from Cambodia to 
Nicaragua — and advocating support for those who oppose tyranny whether __ 


of the Left or the Right. 


The policy statement, entitled “Freedom, Regional Security and Global 
Peace," was geared to Reagan’s vociferous campaign to raise military did for _ 
the Nicaraguan rebels but provided at the same time the most detailed expos- 
ition yet of his “doctrine.” It expressed Wes for US allies around the world 
such as the governments of Pakistan and Thailand. M 

Noticeably absent in the eight-page document, however, was any mention 


of South Korea. White House officials brushed aside any political significance 


of the omission, but the incident caused a minor stir at the State Department. 
Even if the episode was a bureaucratic slip-up, it betrayed a remarkable lack of 


sensitivity to an Asian ally still digesting events in the Philippines. 
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many lost their lives to preserve the free- 
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Film awards wallow in 
praise of the mediocre 


By Alan Booth in Tokyo 


| month, for the ninth year run- 
ning, the Japanese film establish- 
ment held its version of the Academy 
Awards in a lavishly mounted ceremony 
televised live from the Tokyo Prince 
Hotel. Several weeks earlier the Holly- 
wood Academy had let itself in for a 
large-scale bashing by omitting to nomi- 
nate Stephen Spielberg for Best Direc- 
tor; but by comparison with Tokyo's 
omissions, this pales into veniality. 
Conspicuous by their absence from the 
list of nominations, or any comment 
about them made during the ceremony, 
were most of the directors, actors, ac- 
tresses and films that had achieved any- 
thing like serious critical attention dur- 
ing the previous year, and in their place 
stood a breath-taking assembly of 
mountebanks and mediocrities. 

The omission of Akira Kurosawa 
and Ran, his version of King Lear, were 
perfectly predictable, given the Japan- 
ese film establishment's well-publicised 
aversion to Kurosawa's foreign backers 
and his unbending personal style 
(REVIEW, 2 Jan.). The omission ex- 
tended to Tatsuya Nakadai, “the 
Olivier of Japan,” who played the Lear 
figure, and to Mieko Harada, who won 
wide acclaim for her role as the reveng- 
ing sister-in-law. Neither was nomi- 
nated for any of the acting awards. 

Omitted, too, were all three of the 
outstanding films made last year by 
Shinji Somai, who was voted Most 
Promising Director by an international 
panel at the Tokyo Film Festival in 
June. Somai himself was not nominated 
for an award, and nor was any member 
of his casts. Masaki Kobayashi and his 
chilling Shokutaku no Nai le (House 
Without a Dining Table), which was in 
contention at the Venice Film Festival 
and received enthusiastic notices in the 
press, were both absent from the list of 
nominations, and since Nakadai had 
pen the central role in this film too, 

is omission was doubly remarkable. 

Other outstanding directors omitted 
were Mitsuo Yanagimachi, whose Hi 
Matsuri (Fire Festival) opened late last 
year in Hongkong, Seijun Suzuki, 
Nobuhiko Obayashi and Juzo Itami. 
But Itami was dragged along in his 
dark red Chinese shirt to make the pre- 
sentations, together with veteran actor 
Toshiro Mifune, who reminds one more 
and more of Old Mother Hubbard every 
time he appears in public, and the 
usual collection of twitteringe star- 
lets. One, Hiroko Yakushimaru, who 
currently advertises Toshiba TV sets, 
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was also nominated for Best Actress. 

Five nominations are permitted in 
each of the major categories, and of 
these at least one in each was clearly in- 
tended to save face. For example, 
Yoshimitsu Morita and his Sorekara 
(And Then...), an impressive version of 
Soseki Natsume's 1909 novel, were 
nominated for Best Director and Best 
Film, and though neither won, their in- 
clusion served to persuade the gullible 
that quality and talent were actually 
under consideration. But a glance at the 
other nominations swiftly confirmed 
that the gullible were being gulled. 

In the Best Actress category, along 
with 20-year-old twittering Hiroko, 
were Mitsuko Baisho and Sayuri 


Scene from Fire Festival: ignored. 





Yoshinaga, both nominated for per- 
formances in weepy melodramas about 
women dying of leukemia (which, in the 
40th anniversary of the atomic bomb- 
ings had an attraction that went well 
beyond the cinema). Of these two pro- 
ductions, the one in which Baisho ap- 
peared, Koibumi (Love Letter), also re- 
ceived a nomination as Best Film and 
Kenichi Hagiwara was nominated for 
Best Actor. Neither won, there being 
limits even in the academy. 


An the other nominees for Best 
Actor was 69-year-old Minoru Chia- 
ki, making a sentimental return to the 
screen after years of illness in the role of 
a retired archaeology professor who suf- 
fers a stroke and contracts Alzheimers 
Disease. The film was Hanaichimonme 
(the title of a traditional children’s 
song), and it was barely distinguishable 
in style or content from the “home 
dramas” that nightly monopolise the na- 


tion’s TV screens and are supposed to 


deal with pressing social problems such | - 


as rape, school bullying, rape and rape. 
In this case, the film dealt with senil- 


ity, and singe much press coverage has | 
been given to the looming difficulties of | 


coping with Japan’s “ageing society,” 


Hanaichimonme was considered serious _ 


and timely enough to be nominated not | 
only for Best Actor, but for Best Ac- — 


tress, Best Director and (absurdly) Best 
Film. The face-saving nomination in the | 
Best Actor category was Ken O Au 
Japan's most powerful screen perfo md 
er, who did not attend the ceremony. 


The Best Director category had vete- | 


ran Hideo Gosha to help save its face, - | 


and veteran Kon Ichikawa, too, though — 
his remake of Harp of Burma, 29 years . 
after the release of his own original, was | 
one of the most irritating and Ev | 


pointing productions of the year. Also | 


nominated were Shunya Ito, the direc- - 
tor of Hanaichimonme, and Shinichiro — 
Sawai, whose two films in 1985 were | 
both empty-headed girlie-idol Chea 
one of which, W no Higeki — 
(The Tragedy of W) was also 


normal with use) Best Film. 


Best Film 
then, were Koibumi, W no . 
Burma, Hanaichimonme 
and Sorekara — two sob | 


a period romance and one 


Imperial Army at war. 
The Best Actress award | 
was won by Baisho, dripping — 


Best Actor by Chiaki, who was con- 
gratulated several times on the frailness - 
of his health. Best Director was Sawai | 


and Best Film the timely and senile | 
| 


Hanaichimonme. There are lessons to 7 
be learned from this malarky — about — 


I 
| 


the sentimentality of Japanese audi- | 
ences; about the cinema industry's abid- — 3 


ing fear of the unfamiliar; about the es- 
tablishment’s talent for ensuring that it | 

stays established, and ab 
satisfactions of a public that almost in- — 


variably prefers “talents” to talent. — 


There are lessons to be learned, too, 
about the optimum age for nomination — 
(20 or 69, but nothing in between), - 
about how to cope with a mid-life crisis - 


comer was a retired baseball pitcher - 
who had failed to make it in the US) and © 
when and for what purpose to wear. a 
dark red Chinese shirt. 

There are no lessons to be learned 
about the art of film. 


ut the easy — 


ay 
Y 


| 


nominated for Best Actress a | 


Down at the wire, the | 
nominations, | 


m 


(nominated for Most Promising New- E | 


| 


| 


award) and (absurdity turns | 


| 


Higeki, the remade Harp of | 


| 


stories, a girlie-idol mystery, | 


| 


about pacifism in Japan's | 


pearls and diamonds, and | 
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Karma has already. won a award 
from a 15-man Swiss jury last November 
d an agreement has been struck to air 
it on prime time Swiss TV at a later 
tage. 
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fore commercially n UE the film. 
Mina have Been Hollywood- type l hamese short story written in 1969 — 
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merican heroism but seldom paid tri- ` | 
ute to the sufferings of the local peor | late 1960s, when an estimated 10 million 
Vus | villagers in Vietcong-infested rural 
Jow for the first time since 1975, a areas, were relocated to government- 


ese drama produced by a non- 


'erspective and shows how the - 


rma —à 103-minute 35; mm black- | 
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pO But ra poitraying | 


. | band-and-wife relationship. 


d Minh City) and Phan Thiet, a rugged | . 


, a Hanoi-born Vietnamese who E 
 mountainous region some 200 km to the 
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After a recent limited screening 
the producer hopes. to 
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o. decry the late Chairman Mao 


of elder statesman Deng Xiaoping - 
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ead he short item in the interna- | “harassed and beaten by them,” 





‘thoritative journal said. | mh: in conte harð to, 
Other media reports have said it was why hen Mingyuan would. lave yrit 
not known whether Mao himself knew ten a G 





E woman, - was. infor net 
missing in action and : presum« 
Under the Vietcong's eerie) the vi 
lage was Teog and Nga ended upa as 
a bargirl. 

Binh | finds. out when he. returns 





. Based on a popular (South) Viet- 





Con.thu tat nguyen (The wounded beast) | tiently but resolu 
— thé film is set in South Vietnam in the - 
jects her and - — - hardened by the stmin 
of war — does $0 | with increasing vio- 
lence. .. 

The edad 
fully apparent in 
evening, a dru 










created EE hamlets near large 
towns. hlighted are the various 
human Medis arising from this mas- 
sive family displacement. 

The original story starts off with the 
scene of a grieving sister bringing back 
the dead body of her soldier brother; 
the accompanying family friend then 
tells the story of how the dead man had 
brutalised himself as well as his family 
and people around him. The beginning |. 
and the end of the original story are pre- 
served in the film, but the plot in the 
middle is modified to portray a hus- | 


uh are power; 
al scenes. One 
inh treats Nga like 
a prostitute by. er off for the 
night. From a South ' amese Army 
regular, Binh opts to become a Special 


dangerous missions. _ 
ARCEN after being badly muti: 
Binh explodes 
Nga: *Get out! 
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north, Karma is gripping virtually from - Nga floats hi 
-the start. It shows Nga (the female lead | ariver—a tradi | mese 
played by a new actress called Phuong | funerals — we ‘phologrash, 
Dung) dreaming of her attempt to pur- | showing how m: lly loved his 
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Binh (played by the veteran actor Tran display of emotio i 
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ten by a student called Chen Mingyuan. 

The accusation that Mao was a 
plagiariser raises more questions than it 
answers. It is claimed that Chen saw a 
copy of poems attributed to Mao and af- 
firmed that they were his own. His 
“friend” reported this to then premier 
Zhou Enlai and to the Central Cultural 
Revolution Group dominated by Mao’s 
wife Jiang Qing and other leftists. 

Not surprising, Chen was impri- 
soned, though Zhou exonerated him of 
any guilt. It is not clear when Chen was 
released from prison, but it is a reason- | 
able guess that he remained there until 
the overthrow of the Gang of Four in 


them so much that he drew on their coif- 
tent more than is permissible when pen- 
ning his own? It seems far-fetched. 


Ty there is the question of € mo- 
tives of whomever published the story 
in the pen Review. E 
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restricted zones — including army 
camps, air and naval bases, some of 
which were reputed to have been used 
for clandestine operations. 

It was also evident that some of the 
war scenes — like the one showing Binh 
and other Special Forces men planting 
Claymore mines on the forested Ho Chi 
Minh Trail — have benefited from the 
expertise and experience of North and 
former South Vietnamese soldiers and 
officers. 3 X 

The film also shows the social impact 
of war-induced urbanisation on the 
traditional fabric of Vietnamese socie- 
ty." In the words of the producer: “For 
Nga, her love and attachment to Binh 
i hmc the only value which remains 
valid in a collapsing world. She is ready 
to pay the maximum price, a price which 
equals her husband's ferocity. Defeat- 
ed and distraught, Binh rejects all con- 
ventional values. He identifies with 
the force that humiliated him: the 


war." IR. 


Mao could not have failed to read the 
poems thoroughly since there are ver- 
sions of most of them in his own calli- 
graphy, which is highly individual. So 
one is left with the seemingly inevitably 
confusion that Mao knowingly commit- 
ted plagiarism, or the present leader- 
ship wants it to be thought that he did. 

It is possible that Deng and his sup- 
porters had the accusation printed in 
order to show other senior figures that 
they could also be vulnerable to such 
charges. 

This was not the only strange event 
in recent weeks. The Peking press has 
sprung to the defence of the most fa- 
mous Chinese writer of the 20th cen- 
tury, Lu Xun. 

Lu at his most active period in the 
1930s gave the communists intellectual 
support. During the Cultural Revolu- 
tion he was the only well-known author 
of this century whose works were 
praised, wanslated and widely distri- 

uted in the early 1970s. 

This clearly bespoke Mao’s high re- 
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Foreigner in the nest - 


p is background of Karma's produc- 
tion and that of its director/producer 
Ho Quang Minh is probably as interest- 
ing as the film itself. 

Minh was the only non-Vietnamese 
element in the film; the cast, production 
crew (trained by the Americans in the 
late 1950s), equipment (also left by the 
Americans), raw stock and processing 
were all Vietnamese. Against this 
backdrop, the film is a surprisingly im- 
pressive work. Costing a total of 
US$300,000, Minh now owes the Viet- 
namese authorities about two-thirds in 
deferred payment, which he hopes to 
pay off after the film's commercial re- 
lease. 

The two studios under Vietnam's 
Ministry of Culture currently turn out 
about 20 feature films annually (10-12 in 
the North and six to eight in the South) 
but since none are viewed outside the 





gard for him. The post-Mao leaders, 
too, have appeared to favour Lu, whose 
work, however, is capable of many in- 
terpretations. He was the most ardent 
accuser of the "feudal" and *bourgeois" 
forces which were to meet their doom 
two decades later in the communist 


party's “anti-rightist campaign” of 1957. | 


ae itherto, Lu has been regarded with 
almost as much reverence, as a writ- 
er, as Mao was worshipped for his role 
as a revolutionary. So it was doubly sur- 
prising when a literary journal recently 
published an article assailing Lu for 
what the unknown critic considered his 
literary shortcomings. 

The Peking Guangming Daily 
reacted with indignation. It observed: 
“When cherished by the people, any 
great son of the people will inevitably 
come under attack and slander by some 
people . . . Lu Xun was one such great 
son of the people. In his lifetime he was 
often slandered and cursed. This hap- 
pened not only in his lifetime, but after 





country, their quality is hard to judge. 

Born in Hanoi and later a naturalised 
Swiss citizen, Minh was more fortunate 
than other Western film producers who 
tried but fajled to make films in Viet- 
nam. After a 15-year absence, he re- 
turned to the country in 1981 to visit his 
family — with no intention of producing 
any film. A trained cndinet/ puvisdal 
he had started making movies two years 
earlier. 

After meeting a Vietnamese film- 
maker who wrote letters introducing 
him to other people in the ind A 
Minh went on a year-long tour to ob- 
serve Vietnamese crews in action. He 
managed to produce his first documen- 
tary, about life in Ho Chi Minh City, for 
the Vietnamese TV before leaving in 
1982. His second documentary was 
done in Switzerland before he launched 
into Karma, his first full-length film. 

The choice of the short story on 
which the film is based apparently met 
with Vietnamese approval. It was the 
most popular story in Nguy Ngu's col- 
lection of 150 short stories. Written in 
1969, the story’s anti-war theme appa- 
iens struck a receptive cord through- 
out the North and South. It was prized 
in Saigon, published by the Vietcong 
and read over Radio Hanoi. It was re- 
published twice after the communist 
victory in 1975. 

Minh now regards Karma as the first 
of a trilogy. He intends to follow up with 
a second film focusing on how the North 
Vietnamese (and the Vietcong) lived 
throughout the war, and a third depict- 
ing the American angle. But all that will 
largely depend on the commercial suc- 
cess of his first attempt. 

— Paisal Sricharatchanya 


he passed away, in the past as well as in 
the present." 

The attack on Lu specifically concen- 
trated on his lack of literary skill and ar- 
tistry — a basis for criticism which, until 
now, had been considered to be of 
minor importance in China. The stand- 
ard philosophy of literature has em- 
phasised the useful social content of 
literature rather than its aesthetic 
value. 

But even this principle is no longer 
sacrosanct. The party organ Red Flag 
recently published an article which 
said: "Sometimes there can be some 
value in the so-called pursuit of art for 
arts sake, that is artistic value ac- 
complished with no social value." But it 
hastened to point out that this function 


was secondary to the moralising and 


propagandist tone of modern Chinese 
writing. 

What all this seems to add up to is a 
néw, questioning approach to the domi- 
nance of politics in literature, but it is 
still in its infancy. — David Bonavia 





. No price given. 


onfucius said that the spirits should 
be respected and kept at a distance. 
uckily for us this advice has been ig- 


of Chinese ghost stories of which this 
thology offers a selection would not 
gry ghosts demanding re- 

> ‘have troubled innocent people 
ho. happened. to live in their former 
3 sacrifices have been neglected 
h horrid results, men have been 
d . headfirst into excrement 
igh a fatal attraction to the lavatory 
4 lergeists have sawn through 
roof beams in the middle of the 
ids ious scholars Dave been be- 





an; even more; counting the souls 
of all the dead as well as the indigenous 
fairies and earth spirits: The rivers were 
habited by extended dragon families, 
je mountains by Taoist immortals, the 
cies by a whole pantheon of fairies and 
the wilderness by weird beasts. None of 
these fantastic beings had any compunc- 
tion in enlisting human aid when in 
need, in fact their motives for showing 
t mselves to men were often of the 
slenderest. No wonder it was so difficult 
to follow Confucius’ advice. 

What is surprising though is that 
se unearthly creatures themselves 
' a certain number of Confucian 



































zone which divides the North and 
, modern Korean culture has a 
ongly formalistic side verging on the 
























OUR and behaviour is in part 
ble to the neo-Confucian tradi- 
ns of the Yi dynasty (from 1392 until 
country was annexed by Japan in 
0). But despite the formalistic side of 
ir culture, the Korean people remain 
ong the most individualistic in East 
sia, highly expressive and emotional, 
t times disarmingly straightfor- 
even to Western sensibilities. - 
uch of what remains of the Yi 
























































ored, otherwise the enormous number » 
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ove in Mid-Winter Night, Korean Sijo Poetry translated and. introduced by 
ung Chong Hwa. Routledge & Kegan Paul. £9.90 (US$14.35). 


imoirs of a Korean Queen by Lady Hong, edited, introduced and translated by 
ng Hi Choe-Wall. Routledge & Kegan Paul. £15 (US$22. 06). 


in both sides of the demilitarised 


The careful attention to correct- | 


ref ects the formalistic Capp j 








lassical Chinese Tales of the Supernatural and the Fantastic, Selections 
the Third to the Tenth Century edited by Karl S. Y. Kao. Indiana University 


precepts. They are very polite (espe- 
cially the dragons), they are filial, when 


they wish to marry a human they go 


through the proper channels and when 
found out they immediately withdraw. 
In short, they play the game. Only the 
strange beasts of the wilderness, who 
have no pretence to being human, es- 


cape this rule. The others are just hu- 


mans in a different sphere; whether wat- 
ery or heavenly, they are moved by the 
same forces as men. They have more 
contact with humans but otherwise they 
are not so different from the fairies of 
the West. It is when it comes to the dead 
that things become more interesting. 
Here again it is hatd to obey Con- 


fucius. A young man is travelling alone . 


in a deserted region. It is getting dark. 


. Why should he be on his guard when he 


sees a fine mansion and is welcomed in 
by a servile doorman? The poor fool is 


too glad to have found shelter. And - 
should he refuse when he is offered the . 
| hand of the daughter of the house? 
` There may be signs that an expert would. 


recognise, for instance that the food is 
curiously bland, but our hero misses 
them. He spends a marvellous night, 


several even, then leaves. 


When he returns later there is no- 


over and over again. These are the 


of the government to all matters. What 
is remarkable about these two new 
translations from the period is the view 
it gives of that other side of the Korean 
psyche — heart-felt emotions explained 
with striking frankness in thoughtfully 
crafted English translations. 

Memoirs of a Korean Queen is a 
lively autobiographical account of court 
life by Lady Hong (1735-1815), the wife 
of the Crown Prince of the kingdom 


until her husband was murdered by his. 


father in 1762 following a trail of events 
as bizarre as any palace tragedy. She 


! wrote the memoir as a record of the inci- 


dent for the benefit of her grandson — 
who later became King Sunjo — as the 
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thing to be seen but a grave mound. | 
Such stories have endless variations but 
| there is one sentence that comes back 





| words of the ur 


vet .come 
imagined, ma 


time when the t 


record, shedding tears of. blood 


nature is discovered by her hus 
| sepa- 












































rate paths.” 
These paths can meet fora short time . 
but it can never last. On very rare occa- | 
sions and with soft-hearted narrators | 
the dead are brought back to life after - 
such an episode but such a happy ending — 
is not the rule. The stories are not un- | 
happy though; they are more like fan- 
tasies coming true. A young man is 
given a glimpse of something he cafinot 
hope for in reality: a beautiful wife, 
wealth, t éd bliss. When the loved 
one turns oùt to be a fox-fairy or a dead 
princess his régret is tempered with re- 
lief; after all, their paths are separate. 








n other cases the “necromantic situa- 

tion," as itis so curiously described in 
this book, can be changed and that is - 
when there has been a . mistake. The! 
world of the de; copy of tha! 
of the living servants, go- - 
betweens, Si appings 
destiny is 
[ bureaucracy 
and someone 
time has: not 
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how he was sent 
able her to geto 
A Western read 
the fantastic may be d: e 
fact that even C ather e © Morland’s 





murder had been erased from the diary i 


of the royal secretariat. 


The translation and. ‘editing of the 
original by Yang Hi Choe-Wall per- 
serves the startling immediacy of Lady 


Hong's very personal account of dark | 


family secrets. Along with some other 
tales of palace intrigue this story was the 
subject of a highly popular TV drama in 
South Korea last year. | 


L ady Hong's account is a sad one: "My 
life has been a long series of disas- | 
ters, and is like a well-frayed cotton - 
thread." In writing her memoirs she “re- 
lived that former agony and re 
.". She 
was à model consort to the prince, and 
her careful adherence to the Confucian 
morality, which is ent throughout 
the text, made her a lasting favourite of | 
King Yongjo, Who reigned from 1725- | 
76. Among many comment? reflecting | 














her dutiful respect for elders was one | 


made after her first son died. - Reflecting : | 
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powerful imagination would not suffice 
to find them frightening. They could pot 
be further removed from the Gothic ro- 
mance: no heiresses are held in durance 
vile, no vampires terrorise whole areas, 
no Frankensteins play God. Yet the 
situations they spring from, as Jacques 
Dars points out in his similar collection 
(Aux portes de l'enfer:. Recits fantas- 
tiques de la Chine ancienne) must have 
been very frightening indeed. 

China was sparsely populated, full of 

bandits and wild animals. Inns were 
dangerous and robbers preyed on 
travellers. At the same time large num- 
bers of people were on the move: civil 
‘servants, merchant$, soldiers, scholars 
and monks were criss-crossing the em- 
pire, bringing back strange tales of 
dreams and coincidences, ambushes and 
hidden paradises, hairy men in the moun- 
tains and lovely women in graveyards. 

The lack of narrative skill in the early 

“stories may be partly responsible for 





on the grief of her in-laws, “I felt very 
uilty at having displayed such a dread- 
ul example of impiety.” 

In contrast, her husband, Crown 
Prince Sado, had a strained relationship 
with his father which went from bad to 
worse. His father excluded the prince 
from the more elevated moments in 
court life, such as visiting ancestral 
tombs, while he was required to attend 
the grimmer ones, such as the torture 
and execution of traitors. 

Things become worse as the prince, 
who was Clearly afflicted with some kind 
of mental sickness from the very begin- 
ning, goes mad. The prince's excesses 
include random killing sprees; all, in- 
cluding Lady Hong, fear they could be 
next. At the same time, for fear of the 
consequences should the king discover 
the enormity of his son's excesses, every 
effort is made to hide the truth from his 
father. For Lady Hong, who With re- 
markable loyalty never lost her affec- 
tion for her husband, "life was so dif- 
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their failure to terrify the reader, but it 
must also be said that the ghosts them- 
selves are not very menacing. Even fox- 


fairies can be quite useful to the men 


afflicted by them, supplying money or 
helping in examinations. Yet more com- 
forting aspects are that kindness to ani- 
mals is rewarded and that spirits.can be 
called up by playing music. Sometimes 
they will even teach you heavenly tunes, 
as in the story about Ji Kang. 


nfortunately, the level of the scho- 

larship in this book does not match 
the interest of the stories. If it is in- 
tended for the sinologist, the very least 
one could ask for is an index. The trans- 
lations are pedestrian and the editor's 
aim of sticking closely to the Chinese 
text has led to some odd and awkward 
expressions in English, the most awk- 
ward of which generally correspond to 
actual errors in translation. *His body 
ulcerated and everywhere he began to 


ficult . . . that I wanted to die and escape 
from everything." 

Inevitably, the truth reaches the 
king, who inflicts the ultimate shocking 
punishment on his unfilial son, having 
him buried alive inside a grain box. 
Thus the story ends, having reached a 
climax of Shakespearian proportions as 
madness and murder cut through family 
peace with wanton disregard. 


hung Chong Wha's selected transla- 

tions of Korean sijo poetry provide 
another insight into the inner thoughts 
and emotions of Koreans, particularly 
in the 17th and 18th centuries when 
the sijo form had its heyday. Just as 
Lady Hong's memoirs were written in 
the vernacular Hangul alphabet rather 
than the careful Chinese characters of 
the Confucian scholars, the sijo poems, 
Chung tells us, “were the only poetic 
form of popular vernacular language as 
against the poems of the elite Chinese 
language which were patronised by the 


grow animal-like fur" is a curious way of 
rendering *His whole body sprouted 
striped fur" (he is turning into a tiger, 
apparently another Chinese male fan- 
tasy), and the idea that a Chinese tem- 
ple should have a “curate,” where the 
original text has “sorcerer,” calls up 
most inapprepriate associations. ` 

A fangxiang is an exorcist, not “Fan- 
hsiang, the god who protects against 
pestilence”; “although he had some 
Confucian learning and could read” is as 
wrong as it sounds and the title of the 
Shenxian zhuan as it appears in the : 
“Bio-bibliographic Notes" should not . 
be “Biographies of Dieties [sic] and Im- — 
mortals” but simply “Bio-graphies of 
Immortals.” There are also a number of 
textual emendations that are neither 
necessary nor completely comprehensi- 
ble. 

The introduction, though informa- 
tive on the typology of the stories (and 
mystifying on their structure), is not 
very forthcoming on the literary side. It 
would be unfair to criticise every aspect 
that has not been covered but it does 
seem a pity that so little has been said 
about the importance of these stories in 
the development of Chinese fiction. 
Reading them in this order is like watch- 
ing the transition from factual report to 
elaborate narrative. 

These early stories supply not only 
the form of later ones but also their 
plots; in later fiction the same ones are 
used over and over again, quarried out 
of the past as the Renaissance builders 
recycled the stones of ancient architec- 
ture. Thus in this collection we get the 
first glimpse of what is to become one of 
the most important and fascinating 
motifs in Chinese prose, that of the fox- 
fairy or ghost wife who represents 


-seduction and adultery, forbidden plea- 


sures and illicit relations. So Confucius 
had a point after all. — Sarah Hart 


scholar-civil servants and the court." 

Sijo, which were written according 
to a tight formula, were composed not 
only by scholars and royalty, but also 
minstrels and kisaeng (geisha) girls. 

This popular tradition is reflected in . 
the selection of the translations which, 
in addition to poems on politics and loy- 
alty, include sections on love, music, 
drinking and nature. One lover: com- 
plains of a draught in his mouth, saying: 
"Let me sleep with my tongue in yours"; 
a drinker asks: “Wine, why:do you cast a 
purple hue on my pale face?" The fre- 
quently playful mood of the sijo, which 
were often sung, has been nicely pre- 
served by the translator. The shortness 
of the form catches the mood of a mo- 
ment, whatever that mood may be: 

I made a solemn pledge never to drink 
again, 

But I see the pledge float in the cup in 

my hand. 

Dear child, make the cup full; 1 want 
my oath happy. — Paul Ensor 
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| By Paul Handley in Jakarta 

| W orried about an ominous Rps 3 

| WW trillion (US$2.65 billion) pro- 

| jected shortfall in government revenues 
| — a direct result of the collapse in oil 

| prices and government receipts from 

| this critical 


| 
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I 
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E Ignoring ministers’ repeated denials 
| of an imminent devaluation, Indone- 
- sians rushed into the foreign-exchange 
| market, buying more than US$800 mil- 
| lioninthe first two weeks of March. The 
| foreign-exchange market set a record 
| turnover of US$120 million on 14 
^ March, shortly after chief economic 
planner Ali Wardhana and Arifin 
| Siregar, governor of Bank Indonesia 
| (the central bank), argued against the 
' possibility of a currency realignment. 
| Forex turnover fell thereafter when the 
_ central bank announced a slight upward 
| revision of the rupiah (from 1,130 to 
1,126 per US$) but speculation is still 
running at relatively high levels. 

—  Businessmen's worries. are under- 
-standable. A possible severe shortfall in 
revenue for the coming fiscal year (be- 
| ginning 1 April) spells drastic conse- 
| quences for the economy if not offset 



































| employment analyst calculates that as 
| manyas3million people could be added 
| tothe jobless rolls during fiscal 1986-87. 
— Wardhana argued publicly that a de- 
| valuation would serve the country no 
| economic purpose. Both he and Fi- 
nance Minister Radius Prawiro, leaders 
of the mainly US-educated technocrat- 
= economist faction, reiterated that cuts 
| in the already tight development budget 
are the only possible reaction to the fall 
in crucial oil receipts. University of In- 
| donesia economist Anwar Nasution 
. told the REVIEW that, without struc- 
tural reforms, devaluation would only 
fuel inflation and further depress 
domestic demand. Indonesia needed to 
free its economy of cost-boosting non- 
_ tariff trade barriers rather than look for 
a “quick fix.” 
_ Official denials of devaluation plans 
failed to convince speculators, how- 
ever. Their ranks were joined by 
numerous well-heeled government offi- 
= cials, Nasution charged, as well as some 
| state businesses eager to hedge their 
| bets on the rupiàh. Speculators noted 
| E with 1983, when a US$6 a barrel 
-| fallin the oil price forced a 28% devalu- 
ation on the last day of the fiscal year. 
But Siregar pointed out differences 
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Indonesia’s rupiah comes under heavy pressure 3; 


-Devalued denials | 


in the present situation. In 1983 reserves 
were low as the government commited 
every available rupiah to major deve- 
lopment projects. Now, reserves are a 
comfortable US$10.7 billion, — equal 
to 11 months imports — and there is far 
more liquidity in the banking system. 
This can be used to shore up the rupiah 
and the budget, Siregar insists. — 

The debate on the income shortfall 
‘evokes Jakarta’s classic faceoff: the 
“technocrats” versus the “engineers.” 
This latter group includes technology 
wizard B. J. Habibie, investment chief 
Ginanjar Kartasasmita, and officials in 
the Industry, Communications and 
Manpower ministries. The “engineers” 
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Wardhana; Prawiro: threatening budget cuts. 


come from non-economic, academic 
backgrounds, and advocate big-ticket, 
capital-intensive, and often inefficient 
projects dependent on development 
spending. 

They are dead set against cutbacks 
and efficiency measures which threaten 
to shrink their budgets. They are also 
firmly opposed to deficit spending, a 
“new and unorthodox” alternative 
suggested by technocrat economists. (In 
practice, Indonesian budgets have trad- 
itionally been in deficit but “balanced” 
on the back of foreign borrowings and 
aid totalling billions of dollars.) 

This time there is less fat in the 
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budget to trim compared to 1983. The 
drop in oil prices has been far more 
severe — more than 40% in eight 
weeks. Technocrats propose that the re- 
serves in the banking system can be call- 
ed on to cover the income loss, with the 
side-effect of' higher interest rates. Or 
the government can accept deficit 
financing supported by increased com- 
mercial borrowings, an idea long taboo 
in the administration of President 
Suharto. Government borrowing in In- 
donesia currently totals around US$27 
billion with a further US$5-7 billion in 
private-sector debt. 

The question, one banker says, is 
how long can Bank Indonesia afford to 
prop up the rupiah. Specula- 
tors had their fingers burned 
when the central bank revalued 
the rupiah by four points. But 
speculators are unlikely to give 
up so easily this time. Already 
US$1.1 billion or more has 
moved offshore since Feb- 
ruary. “As long as President 
Suharto refuses to say any- 
thing, people won't believe any 
government statements," the 
banker complained. Suharto: 
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REVIEWGRAPH by Andy Tang has remained silent on the 


question since 7 January. 


W ardhana estimated the 
country loses US$300 
million in income for every 
dollar the barrel price of crude 
oil falls. The government 
budget — dependent on oil and 
gas revenue for 5596 of income 
— projected oil. receipts at 
US$7.2 billion. This was based 
on assumptions of selling 1.2 
million barrels a day (bpd) at. 
an average of US$25 a barrel. 
That price was widely judged 
unrealistic, but the actual cal- 
culations were likely based on a higher 
production figure sold at a lower 
price. | 
Production has stayed above 1.4 mil- 
lion bpd and is now running at 1.5 mil- 
lion bpd, according to Wardhana. At 
this rate, Indonesia could sell at just 
under US$22 a barrel with no loss in 
budget receipts. Wardhana said the 
government is determined to sell all the 
oil it can, but this will be limited by tech- 
nical production restrictions to 1.6 mil- 
lion bpd maximum. ° ) 
The oil market is still unsettled, bu 
Indonesian analysts expect oil prices to 
hover somewhere around US$14 for the 
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HUND TRE V. 4-5 % in 1985. ; 
he economy can absorb- 
ne increase, and that sluggish con- | 
sumer demand is unlikely to respond to 
any government measures. mE 
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,Bon-oil exports would also get a 
Ni boost from devaluation, argues this 
group. Competitiveness. in the indus- 
trialised nations (outside the US) has 
been hurt by:currency shifts in the past 
12 months. The:technocrats claim that 
exports would not respend to changes in 
price, and some exporters seem to | 
agree. Moreover, a devaluation would | 
leave a strong.negative impression on 

foreign investors, who have been badly 

hurt by previous Indonesian devalua- 


move. Our textiles, for instance, fill the 
American quota with no problem," says 
Frans Seda, a longtime New Order. 
economist and-head of the Indonesian . 
Textiles Association. Seda stresses the 
need for greater efficiency by producers 
and all round cuts in government-de- 
rived cost areas: electricity, transporta- - 
tion, and invisible bureaucracy and cor- 
ruption cost elements. — $ 
His views are echoed by foreign and 
local economists. "The price effect of 
devaluation, on exports would be very . 
small,” a .Jakarta-based Japanese | 
analyst calculates. "The market would . 
show no real response for lower-priced 
Indonesian: commodities.” E 
; The engineers and the technocrats 
agree on one thing, however: that the | 
budget cuts threatened by Wardhana | 
and Prawiro would be disastrous to 
he technocrats, the best 
s a mixed bag of lowered state 
investment, some drawdown of foreign | 
reserves, and commercial financing of a 
deficit. This would not put too heavy a 
strain on the country's debt servicing. A 
devaluation, on the contrary, would 
cause the rupiah value of debt repay- 
ment to rocket. 


+ For the first time foreign debt in the 







` 1986-87 budget is falling due for repay- 


nt faster than new credit is coming in. - 
st year. every dollar of new debt was 
fered witH an outflow of 80 US 
This year US$1.16 will be paid 
every dollar of credit or aid. 
ice is climbing, estimated at 









| tage t 3 | 
| cheap oil has fuelled a national issue 
over the huge profits being reaped by ` 


n net exports income. i | 





Oil hostage no more © 


| Japan harbours mixed feelings over falling crude price 


By Bruce Roscoe in Tokyo 

p himmetine oil prices are unlikely to 
M change Japan's pattern of energy 
consumption. Japan was burned too 


| badly by oil shocks in the 1970s to con- 


template raising its dependence on oil 
again. Government energy planners re- 


main committed to a policy of boosting 


nuclear-power capacity and developing 


| alternative energy sources no matter 
how low the oil price may fall. > 
Even before oil prices began to col- | 


lapse earlier this year, Japan's oil-im- 


port bill had been slashed by around’ 


30% as aresult of the yen’s appreciation 


| against the US dollar, in which oil im- 
ports are denominated. The continued 


sharp gain of the yen against the dollar is 


making oil cheaper still. In yen terms, 
| Japan's March 1986 oil imports are ex- 


pected to cost about half the amount of 
imports in the same period last year. 
While neither the currency advan- 


tage nor the lower base oil price is con- 


vincing Japanese industry leaders they 


| should place more confidence in a com- 
modity they regard as a too ready hos- 








uncontrollable political forces, 


end users, particularly electric-power 
companies. 3 
With a per-barrel price drop of from 





| US$4-5, industrial end users stand to 


save around US$6 billion this vear, 


given total annual imports of 1.26 bil- - 


lion barrels. Exchange-rate gains calcu- 
lated at US$1:¥200 would amount to 
around another US$6.8 billion. But al- 
ready the yen has risen to around 


. US$1:X 175. If the yen stays this high, 


currency gains alone will approach 
US$8 billion. 

Until now, nearly all of the electric- 
ity companies' profits from cheaper oil 
appear to result from the stronger yen. 
Ministry of Finance customs-clearance 
figures for January record an average cif 
per-barrel oil price of US$27.77. Feb- 


| ruary figures are expected to show 


US$24-$26 and March, around US$20. 


ment is what to do with the import 
ing windfall. Two think-tanks are 
tackling this question. The Counci 


ration, a private advisory body to I 
- Minister Yasuhiro Nakasone head 


of the Bank of Japan (the central b 


summit of industrial nations in Ma 





























before the world leaders gather d 
Tokyo in an effort to deflect me 


` current-account surplus. But the plar 





electricity companies. 







But it is virtually impossi 
mine from these figures tl 
action price of oil because’ 
back buying system (which reli 
ing price to the return from sales of 
fined product). NE 

"The biggest issue facing the gov 
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Research on the Adjustment of E 
mic Structures for International 
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Haruo Maekawa, the former 


has devised a three-point plan: 
debt-burdened nations; increase o 
development aid, and promote int 
tional technology-development pr 
This private council is hoping 
reach agreement on such “inti 
tional" proposals in time for the T 








Nakasone reportedly is looking fc 
package of such measures to announce 


tention from Japan's US$50.billi 


notable for the absence of any sugg 
tion that Japanese consumers mi 
enjoy lower electricity charges. — 
The second think-tank, formed 
March by Jiro Enjoji, a parliamen 
vice-minister of the Ministry of 
tional Trade and Industry (Mi 
studying a revision to the electricity- 
charge svstem as well as long-term p 
and equipment investment option 


Officials at the — Mitizaffilta: 
Agency for Natural Resources. 
Energy (Anare) are not happy with 
drop in oil prices. Fusae Kishida 
agency deputy director, holds the 
that short-term, cheaper oil couk 
the wind out of the sails of Jap 
forts to develop both more fc 
wells and alternative energy sour: 
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= | new oil and coal development is dis- 
_ | couraged, supplies could become tight 
in the future, and the price could go 
. up," Kishida says. 
B] This long-term development stra- 
= | tegy is intended to secure foreign energy 
- | supplies at permanently low prices by 
— | creating an oversupply. Itehas worked 
.| marvellously well with coal: Japanese- 
developed mines dotting various cor- 
ners of the globe have produced a global 
surplus which is forcing the fob per- 
tonne price of coking coal down by a 
minimum of US$1 a year. 

Anare worries that a slowdown in 
new energy development prospects 
would break this raw-materials price 
slide. It would also keep Japan just as 
dependent on crude oil, and equally vul- 
nerable to volatile price movements. 
Japan is perpetually developing alterna- 
tive foreign energy sources of supply re- 
gardless of excess global capacity. Re- 
cent examples are two projects an- 
. nounced by the New Energy Develop- 
| ment Organisation for geological sur- 
= veys for coal in Indonesia and China. 
| Anare calculates that profits from deve- 
| lopment projects begin to fade once 
| crude oil drops below US$20 a barrel. 

Neither Miti nor the electric-power 
companies forecast any increase in oil 
= consumption as a result of low prices, 
. because they happily expect coal and 

eventually petroleum-product prices to 
- drop in tandem with oil. Thus, the gov- 
. ernment and industry see no immediate 
. need to change the structure of Japan's 
energy intake. 
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E B ut in the long-term, Japan's increas- 
| Wing nuclear-power output should 
_ | depress its oil demand, thus adding to 
—] the downward pressure on oil prices. 
— For Tokyo Electric Power, one of the 
|: world's biggest power companies, the 
| switch to nuclear-power stations has 
— | achieved big savings. Yoshimitsu 
eg Tsurubuchi, an official at Tokyo Elec- 
EE. tric, says the use of nuclear power has 
- | cut down the fuel share of total operat- 
| ing costs from 40% in 1974 to 34% last 





. year. "The weight of oil in our costs is 
. declining and will continue to decline," 
 Tsurubuchi says. “We are concentrating 
- on nuclear power because the fall in oil 
=| prices may be only a_ temporary 
_ | phenomenon. There is an invisible ele- 
— |] ment in oil prices." 
| Inthe short term, however, Japan is 
| FE making an effort to import more oil pro- 
— | ducts. Domestic refiners, who are now 
al running at only about 60% of capacity, 
-| at first opposed official moves to relax 
an entrenched policy of self-sufficiency 
in oil refining. They are now mothball- 
ing capacity and turning to imports. 
| According to a report by the Wash- 
| ington-based Japan Economic Insti- 
~ | tute, 460,000 kl of petrol, 200,000 kl of 
| kerosene and 30,000 kl of reformate will 
_ | beimported into Japan in the first three 
| months of 1986, accounting for just over 
5% of forecast domestic consumtpion. gJ 
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. By Mark Tran in Washington 


he appointment of a former congressman Barber Conable as president- - 
. M elect of the World Bank sent officials scurrying to inspect Conable's — 


Clausen) Conable “at least is not a banker." 


. Paul Volcker did not want the job. 


-.| Clausen: low morale. 


— tax b 


. conservative, much in the same mould as US Treasury 
_ who happened to be one of his backers for the job. While he iiss: pia 


is whether he will be tough enough for the job. — 
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e new chief Conable 
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An ‘outsider’ at the World Bank faces a tough challenge | 






voting record during his 20-year career in the House of Representatives. - 


*Who's he?" was the initial reaction. Once they found out, some bank officials 


consoled themselves with the thought that (unlike the current president Tom 


Conable’s appointment (which takes effect on 1 July) teok official Wash- 


_ ington by surprise. He was the consensus choice of the various US bureau- 


cracies after earlier candidates UMS out. Federal Reserve Board chairman 

| US Labour Secretary William Brock, who 
used to be the US Trade Representative, laid down two conditions which 
could not be delivered: the removal of the senior vice-president Earnest Stern 


— who has effectively run the bank during Clausen’s five-year term — and the - 
. resignation of all the vice-presidents. -7 : 


e other man in the running was William Middendorf, the current US am- _ 


bassador to the EEC. But his choice, which had little support from official US 


. circles anyway, was stoutly resisted by the Europeans who found his rightwing 
. views too strong to stomach. Middendorf espoused such causes as the restora- 
tion of the gold standard. | 


Conable's selection, universally acclaimed on Capitol Hill, could serve the 


bank well in future funding battles. One reason for Clausen's ineffectualness 
FINANCIAL TIMES —-., was his lack of clout with congress. Conable, 


_ even though he has no expertise in develop- 
ment finance, received high marks from col- 
leagues for the sharpness and breadth of his in- 
tellect. “A remarkable intellectual and moral 


and Means Committee chairman Dan Rosten- 
kowski (a Democrat). The verdict was typical 
of not only congressmen but development ex- 
— Conable, 63, takes over from Clausen at a 
time when bank morale has sunk and also when 
the US administration is pushing it into a greater 
role in the debt crisis. c 
of his tasks to Stern who ran the show like a 
| Schoolmaster. He kept close track of projects 
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ling," a bank source told the REVIEW. 





that particular approach but it is trying to shift 
the bank to more sectoral si — to take a 
more of a big-picture approach. The question is 





| whether the administration or congress will give the bank the money to do the 
job. Therein lies Conable's challenge. i | 


An early fight could be the bank's desire for a general capital increase of 
US$40 bilion, taking it up to US$120 billion, and replenishment of its soft- 
loans arm, the International Development Association (IDA ). In the last re- 


: Dessus Rene the administration held IDA-7 down to US$9 billion. The 


ank wants around US$12 billion for IDA-8. Within the IDA there are also 
the issues of shifting lending from India and China to sub-Saharan Africa and 


whether to stiffen loan conditions. ! 


force," said long-time adversary House Ways 


The Ye administration may not cavil | at 


ausen delegated much | 


down to the most minute detail. “Too control- | 


Conable brings to his job considerable trade expertise and is seen as a free _ 


lopment banks. He served 20 years in th 


Rochester in upstate New York. A 
His performance in congress speaks of a liberal sepan and 





atic 
cretary James Baker, 


trader. He also has a good record in pos for funding of multi-lateral deve- 

| . e House, the last seven of those as the 

| ERE ublican on the House Ways and Means Committee, which writes — 
ills. He retired in 1984 to teach political science at the University of 


spect for his thoughtfulness, the big question Idoming over his new assignment 
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The best way to impress the girls back at 
the office is to use a Canon Daisywheel 
On your next trip. 


s quite simple, especially if you have 
ther the Canon S-16 or S-15 (shown in 
e above photograph) personal 
ectronic typewriter. 


Mike other personal electronic 
pewriters, they both have a high- 
ecision daisywheel printhead. Just like 
ose big machines the girls back at the 
fice use. 


hich means you can now give all your 
»cuments a top-quality professional 

ok with the help of features such as 
tomatic undeyglining. Boldface. : 
entering. Indenting. Justified printout. 


yu may also be interested to know 

yu can make multiple carbon copies. 
hat’s more, with the Canon S-16 you 
n save up to three full pages for re-use 


without retyping. Or divide the 6KB 
memory into 26 separate blocks. Or use 
Optional RAM cartridges for extra 
memory. The list goes on. 


As for the S-15, its full-line correction 
memory makes fixing typos a snap. And 
with features like automatic underlining, 
boldface, right margin alignment, 
centering, indenting and decimal tabs, 
formatting is quick and easy. 


So if you re the sort of person who is 
often out working the field, why not slip 
the Canon S-16 into your briefcase? Or 
the Canon S-15. 


Either way, your reports will certainly 
make a good impression on the girls back 
at the office. Not to mention the boss. 


ELECTRONIC TYPEWRITERS 


Headquarters: Canon Inc., Tokyo, Japan 
Regional Office in South East Asia 
: Canon Hongkong Trading Co. Ltd 
Tel: 3-7390802. Telex: 30046 CHKT HX 
Hong Kong : Jardine Marketing Services Ltd 
Tel: 5-8373797 
: P T Samafitro. Tel: 355521 
Malaysia : Mulpha Trading Sdn. Bhd. Tel: 7556066. 
Pakistan : Global Business Systems. Tel: 525909 
Papua New Guinca 
: High Tech Industries Pty. Ltd 
lel: 257581 
Philippines : Datagraphics Inc. Tel: 855011 
Singapore : Canon Marketing Services Pte. Ltd 
Tel. 2735311 
: Metropolitan Agencies Ltd. Tel. 25582 
: FMA Corporation Ltd. Tel. 2350156 


Indonesia 


Sri Lanka 
Thailand 








r The BAe 125 is the world's best- selling 
mid-sized business jet. 
» . With the refinements made to the. 

















SU latest. mobdel this. fact should remain un- — — 






dt eked w: reason - the world's AT 


most efficient business jet should fly further 
and with more png than any other i in 
its class. 

That it should require less mäihien- 
ance due to design excellence and quality 
engineering. 





It not only flies further than any of its AH 


competitors, it does so with the largest 
cabin interior and baggage compartments. 
Then again, what would you expect | 
from British Aerospace, the creators of E 
Concorde. 
Simply this, the BAe 125/800, the most 


efficient business jet in the world. 
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British Aerospace ple, 100 Pall Mall, London. 





EXECUTIVE 
BUSINESS SERVICE 


MAKING THE RIGHT 
BUSINESS DECISION 


Choosing the right hotel for 
your business executives is very much 
4 business decision. 

So we've arranged a programme tailored to 
busy schedules. Pre-registration, No Stop 
Check-Out" plus a year-round 
preferred rate for deluxe accommodation. 
And more. 

Decide now to get the facts on our 
Executive Business Service programme 
Complete the coupon below or call 
.any Hilton International hotel. 


Bangkok 

Hong Kong 

Jakarta 

Kuala Lumpur 

Petaling Jaya 
BEEN Singapore 
EN 7aipe! 
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EBS Programme 
Hilton International Singapore 
581, Orchard Road, Singapore 0923. 
E Please provide me with EBS brochure 
Name: 


Company: 


Address: 


Tel. No.: 
FEER 3/27 


HILTON INTERNATIONAL 























FarEasternEconomic 


Since it was founded in 
1946, the Far Eastern Eco- 
nomic Review has been 
dedicated to the indepth, 
authoritative analysis of 
the political, economic and 
financial affairs of every 
single country in the Asia/ 
Pacific region. Boasting a 
staff of over 40 full-time 
correspondents and jour- 
nalists located in every 
country in the region, the 
Review is considered to be 
the leading publication on 
Asian affairs in the world 
and deemed essential 
reading for senior execu- 
tives in business, banking, 
government and the pro- 
fessions. 


Over 85% of the He- 
views circulation is on pre- 
paid subscription, and in 
September 1984 a survey 
of Heview subscribers was 
conducted by International 
Research Associates (HK) 
Ltd. 


Review subscribers are 
primarily top management 
individuals who travel fre- 
quently, make key deci- 
sions for their companies 
and wield enormous pur- 
chasing power. 





For a complete copy of 
the Review Subscriber 
Study please write on your 
company ss letterhead to: 


Ms Elaine Goodwin 

General Sales Manager 

Far Eastern Economic Review 
GPO Box 160 ° 
Hongkong 


or any one of our sales offices worldwide. 


t: 





ez The Kung Fu hexagram OF the Chinese | j Thing der otes the highest k D quos 
quality of man. The divided lines in the centre are held to representthe | 
heart or mind free from all pre-occupation, wi thout any CONSCIOUSNESS: 
Of self; and the undivided lines are held to denote the solidity oF the 


virtue of one so free from selfishness. 


Trust is indivisible. When you give trust, 
you give it completely. 


Trust is our profession. 


We pride ourselves in earning the confi- 


dence of our clients in the important and 


very personal areas of their assets and 


finance. 


We do this by accommodating their 
special needs, and offering a full range of 


Maier metra at te Hehe rA rre trn 


E Asiaciti Trust Company Limited — Principal Subsidiaries 


mE pe pee 2082. £2294 


TE 3rd Floor, Lo iam | HOUSE Singapore 








Kumul Highway, Port Vila, 
Vanuatu. 
Telex: 1054 LANDMK NH 





Asiaciti Management Pte Limited 
140 Cecil Street 415-02 

e PIL Budding, 
Singapore 0106 
Telex: RS 20714 ACTMAN 
Telephone, 2248366/2244022 


fiduciary services to protect, preserve 
and enhance their assets. 





Our highly qualified and experienced con- 
sultants based in Asiaciti Trust offices 
around the Asia-Pacific deal with each of 
our clients individually. 


We've earned our clients' trust. Let us 
earn yours. 





Hong Kong: Sydney: 
Asiaciti Administration Limited 
4rd Floor, Landmark East 

12 ice House Street, Central, 
Hong Kong 

Telex: 75397 ACTAD HX 
Telephone: 5-263505/240349 


Asiaciti Corporate Services Pty Limited 
7th Floor AMP Centre 

50 Bridge Street, Sydney 2000 
Australia 

Telex: AA176281 ACTCOR 

Telephone. 02-2215444 
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Sanwa's merchant banking expertise 
can do a lot for your business 


A major role in 


world capital markets 
The Sanwa Bank, one 
of Japan’s oP financial 
institutions, has assumed 
a prominent role in world 
capital markets. Backed 
by the highest credit rating 
in international finance, 
the Bank is specially 
positioned to provide 
more and increasingly 
sophisticated services for 
its global clientele in such 


areas as syndicated loans, 
securities-related busi- 
nesses, project finance, 
lease finance, fund man- 
agement, mergers and ac- 
quisitions, swaps, NIF and 
other hybrid products. 


Global expertise 

In today’s challenging 
financial environment, 
far-ranging expertise is 
essential. Sanwa's opera- 
tions are supported by 


a highly specialized 
Merchant Banking Group 
covering each of the world's 
major financial centers to 
ensure services that are 
carefully tailored to region- 
al markets and industries. 


The world's 

7th largest bank 
Forward-looking 

banking made Sanwa 

what it is today: the 

world's 7th largest bank*, 


with total assets of over 
US$109 billion and a vast 
international network. 
Drawing also on its 
strong yen base, Sanwas e~ ~ 
specialists continue to 
pioneer financial services 
to meet the unique re- 
quirements of clients 
everywhere. Just ask 

your Sanwa banker. And 
see what Sanwa's mer- 
chant banking expertise 
can do for your business. 


Sanwa bankers are working for you everywhere. 


"e Sanwa Bank 
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@ THE dust may be settling on the col- 
lapse of Pan-Electric Industries in 
Singapore and the subsequent stock- 
market crashes both there and in Malay- 
sia — but there are still some after- 
shocks to come. The first could involve 
the fate of Pan-El key player and Malay- 
sian Chinese Association president Tan 
Koon Swan. And then there is the little 
question of what happens to the various 
broking houses still gocking in the wake 
of the Pan-El affair and the massive 
speculative bubble it burst. 

Shroff understands that a rescue for 
Tan — of his financial position at least, if 
not his business reputation — could 
come from an unexpected quarter: none 
other than the Sultan of Brunei (assum- 
ing that he still has enough funds to spare 
after the oil-price collapse). The Sultan, 
it appears, has an eye on Supreme Corp., 
which Tan controls through Grand Unit- 
ed Holdings (GUH) and via nominees. 

Supreme is a diversified investment 
finance and property group, though the 
bit of it that interests potential bidders 
most is finance company ! 
Supreme Finance. It in- 
terests the Sultan too, it 
seems. Sabah timber mag- 
nate Wee Boon Peng’s 
Unico Holdings has been 
negotiating to buy GUH's 
32% stake in Supreme 
Corp., at M$1.35 (54 US 
cents) a share. Shroff's 
sources say the Sultan has 
upped that to M$1.55 — 
and the Sultan has the 
wherewithal to make a 
general offer to other Sup- 
reme shareholders (neces- 
sary under the Malaysian 
takeover code) which 
Unico or others might be 
unable to afford. 

If this deal should go 
through — and Tan’s more smiling 
countenance of late has suggested it 

might — he could come out of it with 
some M$20 million and use that to pacify 
the Singapore authorities, still angry 
with him for failing to come up with a 
similar amount in the now-aborted Pan- 
El rescue package. Whether that would 
get Tan off the hook completely in 
Singapore is a moot point, but it could at 
least result in any action against him 
being handed over to the Malaysian au- 
thorities — a more acceptable political 
prospect all round. There is speculation 
too that another company in the Tan 
stable, Magnum Corp., could step in 
and buy up worthwhile bits of Pan-El 
with the Singapore and Malaysia-based 
y. Le6ng group possibly biddimg too. 
@ IT would be nice to report that 
everyone could then live happily ever 


| 
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The Sultan: saviour. T. 


after. But that really would be a fairy 
tale. The rush from the never-never 
land of prolonged bull markets in the 
Singapore/Malaysia stockmarkets will 
yet cause quite a few more people 
(brokers in particular) to be trampled 
underfoot. Shroff has mananged to 
glean some up-to-date figures on the 
size of speculative exposures in the two 
stockmarkets. 

The forward-contract and share buy- 
back deals which preciptated the 
downfall of Pan-El and Tan (REVIEW, 
19 Dec. '85) were estimated in Decem- 
ber to be around S$400 million (US$185 
million) in Singapore and M$180 
million in Malaysia. As of this month 
those figures had been scaled back to 
S$150 million and M$50 million respec- 
tively as various contracts (not least 
those connected with Pan-El, such as 
Sigma and Growth Industrial Holdings) 
were unwound. But the size of margin 
accounts for private clients (financed by 
banks, brokers and so on) yet to be un- 
wound in Sin apore still stands at near 

| Si billion (against S$1.3 

~= | billion in December) and 
at M$500 million in Malay- 
sia (against M$780 mil- 
lion) Shroff learns. 

Considering that some 
S$10 billion or so was 
wiped off the total capitali- 
sation of both markets 
during the emergency clo- 
sure late last year, that 
a further S$5 billion or 
so has been shed since — 
and that foreign institu- 
tions are still net sell- 
ers of Singapore/Malay- 
sia stocks despite what 
some. book-talking local 
brokers may say to the 
contrary — it is ob- 
vious that some broking 
firms and others will feel more heat yet. 
e THE air in both Singapore and Kuala 
Lumpur is thick with rumours as to who, 
but Shroff is told that confidential re- 
ports before both the Kuala Lumpur 
Stock Exchange (KLSE) and the Stock 
Exchange of Singapore (SES) have 
listed just who the casualties are likely 
to be. In Singapore, four local broking 
firms — Alfa Securities, Lyall & Evatt, 
Lin Securities and Associated Asian 
Securities — have already been de- 
clared to be in deep trouble. 

The confidential reports list five 
other firms — of which J. Ballas and Co. 
has already drawn on the fund and City 
Securities has had to reach agreement 
with its creditors — which will have to 
draw on the lifeboat funds for bailing 
out brokers and a further five likely to. 
Given that a condition of the drawing is 


nasty. Industry expectations are that 





that the supplicant firm stops talkie 
new businegs while it is “on the dole,” it | 
looks as though there might not be 
enough houses left in business soon 
even to handle the business of the re- 
treating bears. Before the crisis, there 
were 26 broking firms on the SES. Four | 
have already “gone” (though four b 
local banks have each been allowed t t a 
form their own brokerage subsidiaries) X | 
so another 10 on the “danger list” looks A 
there will be only 19 houses left by the 
end of this year. RS 
Of the 48 member firms on the | 
KLSE meanwhile, eight are expected to — 
go to the wall (again including some of - 
the best-known names) by the end of. 
this year, leaving 40 — unless there are 
new entrants. Local merchant and com- - 
mercial banks may well buy into brokeri 
ages in the meantime, however, 
might foreign institutions (REVIEW, os 
Mar.). Shroff learns that the eligible 43 
local merchant banks have been listed | 
as Arab-Malaysian Merchant Bank, | 
Aseambankers, Bumiputra Merchant | 
Bank, Amanah Chase, D & C Nomura | 
and Permata Chartered Merchant | 
Bank. The commercial banks are Bank - I 
Bumiputra, Malayan Banking, Public | 
Bank, UMBC, United Arab Bank and. | 
Development and Commercial Bank. — 
e SOME of the big Malaysian brokers | 13 
in trouble include bumiputra (indigen- — a 
ous Malay) firms. This is perhaps hardly - 
surprising given that the need for new | 
entrants to the profession to put upnew | 
“seat” money was suspended by the | 
government back in 1973 to encourage | 
bumiputra entrants to what had beena | 
Chinese-dominated industry. That was | 
imprudent, to say the least, because seat | 
money provides one proof of means. | 
Shroff understands that the seat- -money |. | 
requirement is being reintroduced in | 
the wake of the recent troubles, and that - 
the requirement will be from M$1-1.5 | 
million for KLSE city brokers and b 
M$500,000 for those in the provinces. — |. 
€ BACK to Tan. The Hongkong Gov- | 
ernment (or rather, the Hongkong tax- | 
payer) has a vested interest in seeing his — | 
affairs straightened out too. The | 
counter-guarantees given by the gov- | 
ernment (and paid for by the official Ex- — 
change Fund) to China International | | 
Trust and Investment Co. (Citic) 
against its purchase of the Ka Wah | 
Bank, cover Citic against any unex- | 
pected bad debts which might crop up | 
after the deal is done but which relate to | 
obligations unknown at the time of sale. ; 
Shroff understands that it was partly Ka v 
Wah's exposure to parts of Tan's empire — 1 
which precipitated that articular - d 


| 
B. 


generous offer to China on behalf of the — 
Hongkong public. 





T um | | Singapore seeks an updated growth formula 





o») Philip Bowring in Singapore 


The Singapore econ- 
| omy has been pointed 
Ain a new direction. 
Faced with the most 
| serious economic 


p i crisis since the mid- 
x » 
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1960s run down of the 
British bases, the 
- leadership has submitted itself to some 


| suprisingly frank self-criticism. The 
| conclusion: that Singapore must throw 
E]. off the shackles of over-regulation, ex- 
.| cessive government-imposed costs and 


reference for the corporate state over 
pandivigual entrepreneurship and public 
_ over private capital. In Singapore (as in 
countries as disparate as Britain, China, 


Bi india. and the Soviet Union) market 
Bus and decentralisation of decision- 


making are returning to fashion. 


| .. The spearhead is the recently pub- 
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| . presented analysis, 


 lished report of the Economic Commit- 
. tee headed by Acting Trade and Indus- 
try Minister Lee Hsien Loong. It has 
policies and an 


| underlying philosophy towards Singa- 
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. pore's economy which give it the poten- 
. tial to be a watershed in the political as 
well as economic development of the 
nation. Its prescriptions may be seen 
mot just as a response to economic 
downturn but to dissatisfaction, evi- 
-denced in the December 1984 election, 
at the extent of government paternalist 


. intrusion into social and economic life. 


Although the prescriptions are far 


— from popular, the report has outflanked 
the opposition. While opposition MPs 
. have been quite effective in criticising 
. some old policies, they have singularly 


failed to present a coherent set of alter- 
natives. 
By implication, too, the report ap- 


iE | pears to emphasise that Singapore's 
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. growth needs and opportunities lie 
more in a global than a regional context 
. omitting discussion of the effect of com- 
E inodity prices and policies in Indonesia 


| and Malaysia — perhaps a response, 


. conscious or not, to their economic out- 
look and their attempts to reduce de- 
p on the entrepót city. 

The general thrust of the report has, 
. not surprisingly, been accepted by the 
. government, notably in a major policy 
- speech by Deputy Prime Minister Goh 
«hok Tong and in Finance Minister 
Richard Hu's 6 March budget speech. 
. However, there is still concern about it. 


ene comes more from its admirers than 


its critics. They fear that its driving force 
could be blunted by an alliance of the 
conservatism of the older generation 


with the entrenched dirigiste instincts 
and interests of the higher bureaucracy. 
Thus, already some of the tax proposals 
have been watered down while others, 
which many had expected to be for- 
malised in the budget, have been sub- 
jected to further scrutiny. So there is 
worry that while some policies are 
adopted, the philosophy will be ignor- 
ed. The state and quasi-state sector is so 
large that it will take years of effort to 
bring it down to the levels seen in most 
market economies. There are also some 
rumblings of disagreement with the 
free-market philosophy from the Na- 


tional Trades Union Congress (NTUC) 


THE PRODUCTIVITY TRAP 


Comparison of average wage increases and 
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Singapore: a new direction. 





and labour-related sections of the Peo- 
ple’s Action Party (PAP). 

There is concern too that long-range 
goals could be lost in the exigencies of 
the moment. The economy now is in a 
much worse state than a year ago when 
the committee was set up and thus the 
pressure for short-term remedial mea- 
sures all the greater. This concern is 
strengthened by the fact that the most 
significant single proposal — slashing 
employer contributions to the Central 
Provident Fund (CPF) from 25% of 
wages to 15% — is, in the first instance, 


m . New market road 


to be for only two years. In addition, a 
proposal for a permanent drastic cut in 
property tax has been converted into 
generous but only temporary relief. 
Analysts note what they see as signifi- 
cant differences jn emphasis between 
the report and Goh's response. 

Although some . formerly sacred 
cows such as CPF and tax revenues and ` 
wage policy have gone under the knife 
and even defence spending (not a sub- 
ject fit for the report) has been 
significantly cut in the latest budget, 
one, at least, remains untouched — 
the role and value of the currency 
While the currency value came unde 
oblique attack from the man- 
ufacturing subcommittee, 
the main report took it no 
further. 


n sum, optimists looking 
for much lower business 
| taxes and CPF and com- 
mitment to reduced inter- 
ference are happy that 
they have got 60% of what 
they wanted.  Pessimists 
fret that without 100% com- 
mitment to such goals, the 
new policy is just tinker- 
ing, rather than the radi- 
cal change demanded by cir- 
cumstance. The reverse of 
that coin is that radical 
change would be positive- 
ly dangerous. According to 
the conservative thesis, 
past policies have beer 
fundamentally correct ar 

current problems are due w 
factors beyond Singapore’s 
control. Thus, modest ad- 
justment (variously known 
as fine tuning or tinkering 
will suffice. Why risk a tried 
formula? 

Beyond these schools of 
thought are traditional op- 
positionists who believe neither in the 
old, hard-headed dirigisme or in the 
more laisser-faire policies favoured by 
the committee. For now their dreams 
of “fair shares for all,” protection 
for local industries and more: welfare 
spending have little relevance. But if 
the recession continues they might yet 
gain political momentum and .some 
allies from NTUC are disgruntled with 
what some see as an anti-labour bias in 
the report. There will be pressure on the 
government if the economy fails to re- 
cover, whether because new policies 
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"The: most of : 
doc ae has beeni 
“high-wage™ pol 1 
This was supposed to last for a years 
and at once make up for wages having 
lagged behind productivity in the mid- 
1970s and force employers to raise pro- 
ductivity. Ho purred by strong 
igh capital inflow, 
right up to 1985, 
roductivity. At 


ak with past 

















and ran well a 


the same 'rnment's puri- 
tan dislike of ption and eager- 
ness to ra ady high rate of sav- 
ings led- Sssive increases in the 






rate of CPF contributions. The workers, 

. it seemed, could not be trusted to save 
or spend their take-home pay wisely. 

= Although there. was productivity 

growth, the report notes that it was 
ower among local than foreign-owned 

irms. The overall result of | high vase 
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and. CPF i increases, ['camecunded by a 

strong currency, was that the share of 

wages in GDP rose from 40% to 46% in 
four years; while the rate of return on 
private-sector capital fell from 22% to 

1895. As the report notes candidly, 

Singapore "reached a developed coun- 
| try’sincome level before having become 
a fully developed economy." 

— "The response to the excessive wage- 
cost problem has been: reduction in the 
‘CPE «rate €or employers to 1595 efrom 
25% for two years, which is worth about 
5 billion (US$696 million) a year or 
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"year freeze on wages as expressed 


through annual National Wages Coun- 
cil. guidelines. These are strong mea- 
sures by any standards. 






H owever, it is at this point that there 


appears. possible conflict between 


“short- and long-term objectives. Many ; 


businessmen say that this reduction is 
for too short. a time for major invest- 
ment decisions to be based on it. What if 
the decision is reversed, they ask, once 


| the economy picks up? The committee’s 


aim is, in fact, to provide immediate re- 
lief while a a long-range restructuring of 
the CPF is worked out. The committee 


would like to see, for example, lower | 


CPF contributions for older workers, 
just as it would like to see modification 
of the existing seniority, system in the 
wage structure along Japanese lines so 
that wages peak at the 40-50 age brac- 
ket. 

But there is clearly a danger that 
businessmen will hold back from new 


investment decisions for fear that the 


Value-added per worker 
68lactorcost —— 





CPF cut is only temporary, or wait until 


the complete new approach to the CPF 
and wages has been devised. Goh's 
comment that “when the employers’ 
CPF rate can go up again will depend on 
the pace and strength of economic re- 
covery.” has aroused suspicions that 


CPF relief is only temporary. 


The committee ts also looking for 
much greater flexibility in wage awards 
to reflect productivity increases and 
profitablity. However, it. may not be 
easy to wean either government and 


unions away from centralised wage fix- 


| is the reduction in profits tax. 


| measure but sustainable in the long- 
j term, and recommended a “further re- . 
j| duction to 25% should be considered 















enjoying. uini profits, or see pr 
boosted by p : tax cuts, willt 
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wee Danos het er 
means accepting that itt 
as the government would 
the committee and governm 
taken an  uncompromi ing 
against consumption by restrictin 
CPF cut to employers rather 

ing it equally with workers. 
However, wage-earners seem 
































real take-home. pay. The effectivenc 
of the wage freeze in the short run in 
storing | business _ profits wil also 










































C ontinuance of next-to-zero infl 
will mean that real wages decline oniy 
slowly. x 

The second major boost for business 


now to be cut from 40% to 33%. A 


ing hard times, and the new rate w 
below that in most OECD countries. 
However, there is very widespread dis- 
appointment that it was not much great- 
er. Many thought it was time for a bold. 
and drastic cut which would d pat Singa- 


Interview/Lee Hsien Loong: page 74 
New look at services: page 77. 

Taxation reforms: page 78 
Problems in manufacturing: page 80 | 
The cost of inertia: page 81 


pore firmly into the low-tax bracket 
more akin to Hongkong's 18.576 or 
Taiwan's 25%. The committee itself re- 
commended a 30% rate which it spec 
cally said was not just an emergency 


| soon as the revenue position permits.’ 

Revenue concerns are real as profi 
tax has historically accounted for 7076 
of income tax — though it fell to 6096 ir 
1985 because of poor profits. Howev 
a major obstacle to informed debate 
the merits of major tax cuts is that 
many differing figures are used at diffe 
ent times for government and publi 
sector revenues and expenditures, th 
even economist members of parliament 
appear uncertain as to what is actual 
going on. There has long been wh: 
seems a deliberate attempt to obfuscat 
the financial relationships between go: 
ernment recurrent and developmer 
spending and the latter's relationship 
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to statutory boards and public-sector 
corporatiqns. The same applies to the 
government’s relationship with the CPF 
on the one hand and the Monetary Au- 
thority of Singapore (MAS, the quasi- 
central bank) on the other. 

Although the report put specific 
numbers on the cost of,tax cuts, no- 


where does it discuss the fiscal implica- . 


tions or debate whether clearer demar- 
cation is needed between government 
finances on the one hand and the rest of 
the public sector and the CPF on the 
other. It does, however, urge both 


greater transparency in government de- 


cision-making and asks the government 
to supply more-timely and accurate eco- 
nomic data to the private sector. It 
clearly recognises that information is es- 
sential to the efficient functioning of an 
open-market economy and that the 
benefits of consensus and teamwork in 
carrying out policies should not pre- 
clude informed debate. 

While the drive for sharply lower 
profits tax has been blunted, the gov- 


ernment in the budget doled out short- 
term relief for companies whose exist- 
ing tax breaks are expiring, to give them 
time to adjust to the standard rate after 
being accustomed to very low preferen- 
tial rates. The government is also reduc- 
ing personal income tax, at all levels, in 
addition to cutting the top marginal rate 
to 33%, to put it in line with profits tax. 
This is seen as politically popular, par- 
ticularly among the middle class, and 
will partly offset loss of CPF savings. It 
is also hoped to remove any tax disin- 
centives to hard work. However, effec- 
tive personal tax rates for the incomes of 
the much-courted professional class are 
now low by any standard — lower than 
Hongkong, for example, for someone 
earning US$35,000 a year. 


qns report has also been rebuffed by 
the Finance Ministry on two impor- 
tant tax recommendations. First to re- 
duce property tax permanently to 16% 
from 30%. Instead, there has been ex- 
tension of short-term relief for this dis- 


‘A major and long-term 
change in direction’ 


EQ DL ZZ Singapore's 


m— Acting 
] 7 Minister 


for Trade 
y and Industry, Lee 
Hsien Loong, who 
headed the Economic 
Committee, spoke 
with REVIEW Deputy 





SINGAPORE, ^— Ai 

MASALA ERE rino: Philip Bowring 
and correspondent James Clad about 
issues raised by the committee's re- 
port. 


Are you disappointed that some major 
recommendations in the committee re- 
port — for example, profits tax and in- 
vestment allowances — have not been 
fully accepted? 

No, I wouldn't say I’ve been disap- 
pointed. A remarkably large chunk of 
the report has been accepted. The area 
where there is the greatest caution on 
the government is in the taxation side, 
of course. But even there, there is no 
difference in direction. And if you read 
the first deputy prime minister's state- 
ment in parliament you will see that he 
said that the world-wide trend is down- 
wards; we will go down to 33% of course 
but if people continue to go down so will 
we. As for the investment allowance, I 
accept the point that we will wait for the 
existing incentives to work their way 
through the system and see what else 
might be needed. : 

There is no difference of opinion, 
either in world view or in strategy. This 
is a major change of policy direction and 
a long-term one. Some people have 
looked at it and said, “well, what's going 
to happen in two years' time? When the 
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economy recovers, are we going to 
backtrack and then go back perhaps and 
be led into the old difficulties again?" 
But I think these people have got it 
wrong. We will maintain this position 
even after the recession is over. And if 
we make mistakes we will not be making 
the same mistakes again. 


One criticism we have heard is that the 
CPF cut is only for two years and not 
permanently. If that is a long-term stra- 
tegy, why is it not for ever? 

It is stated that a long-term strategy 
must be worked out, as — which you 
will have heard from Mr Goh — the 
government is in fact doing. We needed 
to adjust the CPF quickly to cut costs so 
this was the cleanest way to do it. For 
the long term, we would like to fine- 
tune the system, so even if 35% is a cor- 
rect rate, how much should come from 
the worker, how much should come 
from the employer, should he pay more 
when he is younger or older? These are 
issues that should take some time to 
work out. What remains certain is that 
we will not be raising CPF in such a way 
as to push costs up. 


There is tremendous pressure for short- 
term relief measures to certain sectors. 
Does it concern you that the long-term 
goals of the report get lost in short-term 
needs; that tax cuts may be diverted to 
the relief of past problems rather than to 
future growth? 

That is a pressure that exists and 
must be resisted. It is understandable 
that at times of difficulty people are 
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tressed sector. Secondly, that there be 
an across-the-board 30% investment al- 
l@wance for new equipment. This was 
rejected on the grounds that there were 
sufficient investment incentives al- 
ready. This disagreement appears to be 
partly over revenue (it would cost $$400 
million) and partly philosophical. There 
are already a variety of accelerated de- 
preciation schemes and the Economic 
Development Board (EDB) can award 
selective allowances of up to 50%. 

The committee would prefer to give 
general encouragement to investment 


te 
l 





Lee: removing rigidities. bs il 
most preoccupied with immediate con- 
cerns, aS you can see in the public 
discussion of the report, but the report 
itself has tried to have a balanced 
view. 


The Property Committee calls for tax 
relief. Would you say that it is not the 
right way to be going at this stage? 

I think our view on property has 
been carefully stated in the report. We 
don’t want to do anything to make it 
worse. On the other hand, it is ex- 
tremely difficult and even not very de 
sirable to prop up prices artificially. It: 
very expensive and eventually it will ena 
up in the same way as other price- 
support schemes have ended up, very 
sadly with more and more empty what- 
ever it is. 


What is your sense of the commitment 
among policymakers here to making 
haste towards an indirect-taxation sys- 
tem such as VAT? 

It may not be VAT, it could be a 
sales tax, it could have other forms. It 
must be done because we can't be sure 
that we have taken the last step on direct 
taxation, or company taxation. Thirty- 
three percent is the right number now 
but we don't know whether it will be the 
right number in five years’ time. Nearly 
all the developing countries have sales 
taxes and they are all moving away from 
corporate and personal taxes. If we 
don’t move away from corporate taxes, 
why should anyone come here willingly 
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to pay more than anywhere else? 
Some people are surprised that there is 
not a bit more emphasis in the report on 
economic relations with Asian neigh- 
bours. 

Well, I think Asean economic co- 


operation is important, it has been pro- | 


gressing graduallv though it is harder to 


do in a recession because there is- 


stronger temptation to say 'Well, we'll 
cut the rest of the world off and look 
after ourselves." Even in Singapore 
iere are pressures to attempt to protect 
_4r own business people. We felt that 
. cooperation within Asean is best pur- 
sued in a low-key, tactful, [and] discreet 
fashion rather than make a big state- 
ment about it. 


What about the question of inter- 
nationalising or regionalising the Singa- 
pore dollar? . 

We want to promote Singapore as a 
financial centre, we think we can do that 
without opening up the Singapore dol- 
lar to capital-market vagaries and we 
think we can do that by operating the 


bonds in Singapore dollars. What is the 
significance of the Singapore dollar as a 
. unit of measure, it is not the yen with a 
huge economy, it is not the US dollar 
which everybody uses, so why should 
w mote the use of the Singapore 





will be the consequence of the 
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The government emphasises that as a 
nation Singapore needs more revenue 
than, for example, Hongkong which has 
no defence spending or need for over- 
seas representation. Thus Hongkong 
levels of direct tax are impossible. How- 
ever, some sources claim that greater 
willingness on the part of Singapore to 
profit from evils such as gambling could 
both raise revenue and help tourism. 
uestions of tax and CPF levels are 


Qis: simply numbers games about 
how much can be “afforded” or what is 
needed to make the books balance or 
improve business competitiveness. 
They go to the heart of a problem which 
has long existed in Singapore but whose 
bad effects have only recently come to 
the fore: the large surplus of savings 
over investment. It has proved much 
easier to raise the savings rate than raise 
domestic investment in productive en- 





CPF reductions on public finances? 

So far the CPF money has not been 
used to finance infrastructure or even 
statutory-board expenditure, it has 
been accumulated against foreign re- 
serves. So I don't see an immediate 
problem or even later on a problem with 
government financing its development 
expenditure. What will probably hap- 
pen is that if contributions to CPF slow 
down, the rate at which our reserves 


popular and perhaps affect tourism. 


overseas will accumulate will also slow - 


down. That cannot be helped. 


| Are you not concerned about the low 


proportion of the indigenous invest- 


ment in manufacturing? 


It is about 30%. We would like it 


| higher but quite realistically the reason 


is we don't have the techniques, the 
markets, the organisation to make a fac- 
tory and then to sell their goods. Even if 
you could make a computer as good as 
Texas Instruments or Hewlett Packard, 
you don't have the name or markets 
overseas to sell it so you sell it to them 
and they will sell it, which is what has 
been happening. Dependence on multi- 
nationals is inevitable. Even the de- 
veloped countries are busily attracting 
multinationals. 


During your work were you ever at- 
tracted to looking more closely into the 
investment portfolios that are main- 


| tained by the government abroad, and 
Asian dollar market: we can quote | 


maybe looking into the policy of appa- 
rently giving overriding attention to the 
preservation of capital. 

No, I think as far as MAS and GSIC 
[the Government of Singapore Invest- 
ment Corp.] are concerned, we should 
keep their role clear which isto preserve 
our reserves and look after their value, 
conservatively but also successfully. But 
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as far as the nation is concerned, there is | ceptional circumstances. 
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But no less than 63% of capital forr 




















economy, the gover 
forced to fall back on : 
structure. spending even thougl 
quality and quantity of such a 
already such that the econom 
from additional investment is mz 
Meanwhile, investment in mac 
has grown only slowly in the pas 
years and, per worker, was of 

that of Japan. (However, producti 
improvement in manufacturing |} 
been much better than investment f 
ures suggest.) Nu 
What has been happening is tha 
large part of the savings generated b 






















































































a need for us to take a more active: 
overseas and use some of the n 
which we have, not just to accum 
interest but also perhaps buy 
— not real estate, but companies wi 
skills, and perhaps attract some of tk 
to come back and set up here. 








There has been talk about this for th 
past two or three years. Has it actualb 
proved possible to find companies th 
can be bought and bring back the tech 
nology? us 
It takes some time. The Económ 
Development Board just started las 
year with $$100 million: it takes so 
time to spend because if people come 
knock on your door and ask to tak 
some from you, don't give it to ther 
You have to find the people to whom 
you want to give the money. We h 
the resources and we should be able to 
identify the targets. E 








One of the things we notice is 1 
Singapore exports as much 
Bangladesh as it does to China. Do you 
think that South Asia has been rath 
forgotten? A 
Yes it has. It is an area of opportu- 
nity and particularly in India with tl 
new Prime Minister Rajiv Gandhi, 
think the mood has changed and there 
a much more free-enterprise orien 
economy, and they have two-thirds 
many people as China. 





Do you think companies which can a 
ford it are going to follow the wag 
freeze guidelines? SEN. 
It depends on the overall climate a 
mood of the unions. We need to 
sure that the CPF decreases don't 
get made up by increased wages. F 
increase to take place there must b 















| go 
gives the cash to the MAS which invests 
Overseas what it does not need to main- 
tain domestic liquidity at the required 
evel. Alternatively, CPF funds can be 
sed for public housing and infrastruc- 








to "safe" overseas investments, foreign 
investment has helped sustain local 
manufacturing and some service indus- 
tries. Although the process has had a 
beneficial deflationary impact in neut- 
ralising capital inflow, it has meant the 
removal of capital from indigenous pri- 
vate hands. A result is that locall 
'wned companies account for only 30% 

f domestic exports, a fraction of that in 
Taiwan (which admittedly has a 
broader-based economy because of its 
large home market) but less than half 
1 that of more comparable Hongkong. 

5. This situation has seemed to relfect 
wo aspects of Singapore. First, there is 
; leadership's desire both for virtuous 
ft combined with a natural caution in 
stment. Having forced the populace 
ave, there was a deep responsibilit 
iot one found in many. governments) 
safeguard the value of savings. At the 
ame time, there was an implied prefer- 
ce for large foreign companies with 
heir predictable ways, inbuilt markets 
nd technological strength over the 
freewheeling commercialism of the 
raditional Singapore-Chinese business- 
man. In short, a preference for educa- 
tion, technical expertise and good i order 
Over money making. 

How much of this is the govern- 
ment's fault and how much that of pri- 
vate business is obviously debatable. 
fhe. report notes that locally owned 
usinesses have performed worse than 






































































































































Ss to capital is seldom a reason. But it 
knowledges that government at- 
des, over-regulation, social prefer- 
es for safety over risk-taking and the 
peal of well-paying public-sector jobs 
ave all played a part in discouraging 
trepreneurship. Ít pleads for a more- 
eative environment. Specifically the 
port makes a variety of recommenda- 
$ to cut red tape, encourage small 
isinesses, venture-capital companies 
id employee participation through 
Ock- options. But its main thrust is 
med up in the demand to "reduce 
size of fiscal surpluses ; and shift sav- 
gs to the private sector.” This must 








iposts which will tend to help local 


usinesses more than foreign ones. 
terestingly, the committee, though 


invested overseas. It clearly, and 
inderstandably, believes that far more 
lkages with $ 


even acknowledges that increasing re- |. 





ure programmes. While funds flow out. 


‘comparable foreign-owned ones. Ac- | 


ean permanently lower tax and CPF 


marily looking for more domestic i in- 
nt initiatives, would. not be un- 
ppy to see some of the private savings 


ingapore’ s own economy - 


re likely to result from. private-sector SUERESHOR. that. the larger state enter- 


iety believed. favoured. by the M: 


current income flows from overseas in- 
vestments should be a national goal. 
(GNP is already 11% higher than GDP, 
a figure that can be surpassed only by 
the likes of Brunei and Nauru.) 
The emphasis on overseas invest- | 
ment is a reflection of the point that it is i 
| 
| 
| 
| 






always easier to talk about investment - 
in new industries in Singapore than to 
identify the products, find the produc- 
tion expertise and markets. Some busi- 
ness critics say the report is far too full of 
high-sounding platitudes about R&D 
and hi-tech. On the other hand, the re- 
port acknowledges the difficulties and, 
while noting that opportunities are 
harder to identify, points to the past suc- 
cess of the government in spotting the 
potential of industries, pushing the likes 
of Singapore Airlines and helping capi- 
talise on Singapore's geographical posi- 
tion in oil refining, rig building and 
ship repair — all good ideas in their 
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on speculative issues, particularly Ma- 
laysian stocks, and more big solid. com- 
panies of the likes of SIA were needed 
on the boards, if Singapore was to at- 
tract more portfolio investment and 
thus the spin-off fund managment. and 


related services. Asitis, some PAP MPs 


appear to want to hold off further 
privatisation for the time being, fgaring 
that it will simply amount toa transfer of 
ownership and gould actually discour- 
age new private-sector investment. And 
with CPF cash flow being reduced by 
the contribution cut, there is less press- 
ing need for the. fund | to find new out- 
lets. 

While some urge a cautious approach 
to floating state-owned corporations, 
others fault the committee for not. tak- 
ing a stronger line on statutory boar 
The boards are criticised for having ké - 

utility prices higher than they: 

need have been — squeezing 
business profits while ac- 
cumulating surpluses over and 
above their own capital needs. 
Public pressures have brought 
about some price reductions. 
But the report does not follow 
through its own logic by 
suggesting that boards be par- 
tially floated off to the public... 
Said one critic: “If SBS (the bus 
operators) can be public, why 
not Telecoms?” |. 
= The report also seems. to 
B favour the boards’ reliance on 
B current surpluses to finance 
capital spending, presumably in 
order to continue to demon- 


0 ggg gee + s s B strate fiscal rectitude. But this 
7 "1 P + * 2 $ t 34 $ 4 à 
sor a ili 80 '81 '82 '83 '84 '85 8 unwillingness to submit. the 
z i c " 
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time, whatever their current problems. 

What happens if the domestic pri- 
vate sector cannot respond to the new 
faith put in it remains to be seen. Some 
businessmen say they do not believe the 
government has really had much of a 
change of heart towards local business- 
men, but is simply acknowledging that 
whatever the climate and incentives of- 
fered to multinationals, global factors 
imply a permament reduction in the 
level of foreign investment. Indeed, the 
government, while increasing the sav- 


ings flow to the private sector, is not let- 


ting up efforts to acquire hi- tech indus- 
tries overseas and transfer their technol- 
ogy and operations to Singapore. 


Th shift to the private sector has its 
ambiguities. Privatisation of state- 
owned enterprises has been a buzz word 
in Singapore, as elsewhere, for the past 
couple of years. However, there is no 





| clouded” 


tion to promote the. capital mark 
through issues by the boards of debt in- 
struments. | 

Ultimately, the financial markets’ 
needs may win out. For all the talk of 
hi-tech industries and high value-ademette 
manufacturing, the report keeps its 
feet firmly on the ground: services will 
continue to provide more opportunities 
for growth than manufacturing. This 
makes sense given Singapore's size, 
ro o position and commercial 

istor 

While it notes that. Singapore’ s com- 
parative advantage exists more in €x- 
porting services than goods, it avoids 
placing this in a regional context. At one 
point it declares that Singapore does not 
have a hinterland — which may be true 
in a political sense, but not in an econo-. 
mic one, unless Raffles was wrong. The. 
report is correct to state that “th r 
gional outlook is not complete 
m perhaps `i 














neighbours' attempts to deprive Singa- 
pore of some of its comparative conf 
mercial advantage, and the minuscule 
progress made in Asean economic co- 
operation. So it is perhaps not surpris- 
ing that Singapore wants to continue to 
expand its horizons. 

Equally, there may have been in the 
committee a desire to avoid treading on 
neighbours' sensibilities by pointing up 
commercial opportunities for Singapo- 
reans. Nonetheless, it is an attitude 
which also fits with what many outside 
obsewers of Singapore have claimed: 
that the GDP successes of the 1966-84 
period were much mere of a spinoff 
from the oil, commodity-trade and 
banking growth of its neighbours than 
is often acknowledged. Likewise, cur- 
rent difficulties are as related to the 
neighbours as to protectionism in the 
OECD countries, or policies in Singa- 
pore. 


~ *he problems of the region may be a 
good reason why Singapore should 
seek to compete globally in a few things. 
The Asiadollar market and more recent- 
ly the Singapore International Monetary 
Exchange have shown that in the age of 
instant communications, geography can 
be made into a global, not just regional, 
advantage. Still, there are critics who 
feel the extra-regional emphasis may be 
mistaken, particularly given the tenden- 
cy, at least in manufacturing, to restrict 
trade. Singapore is not only a gateway 
to Indonesia and Malaysia, it is at the 
crossroads of East Asia, the dynamism 
of which seems assured, and South 
Asia, whose potential is again being 
reassessed. And for Singapore there 
may be as much potential as problems in 
the difficulties of neighbours. Now that 
capital is short, they may no longer seek 
to compete but, like China vis-à-vis 
Hongkong, use its infrastructure and 
look to it for investment. 
But valid criticisms apart, the report 
yes revolve around an important reali- 
sation: that Singapore has many oppor- 
tunties, though mostly small. Finding 
and exploiting the niches is more a job 
for small business than for the big bat- 
"""ons of capital — the CPFs, BPs and 
Texas Instruments. And though it 
warns of the severity of the problems, it 
ultimately pierces the current Singapore 
gloom. Although its expectation of 4- 
6% growth over the next 10 years 
sounds low by the 8-10% standards of 
the past, it must be measured against 
the fact that, as the economy becomes 
more mature, so progress gets slower. It 
must also be set against a drastically 
slower rate of workforce growth — from 
a peak of nearly 4% in the 1970s to a 
prospect of little over 1% a year in the 
next decade. Despite the problems of 
adapting to changed external cir- 
cumstance$ and of weaning soeiety 
away from looking to government for 
opportunities and solutions, Singapore 
remains as ambitious as ever. 
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Long-neglected services ` 
get new attention 


By James Clad in Singapore 


Since first becoming 
(E obvious last year, the 
x business slowdown 
d f afflicting Singapore 
ET and Asia's other NICs 


bs | has focused attention 
S sim A on a hoary old econo- 
MESOSA] mic argument: which 
are more bankable, service or manufac- 
turing industries? 

The subcommittee on services thinks 
it has the answer. It spent much of last 
year examining the health of some, but 
not all, of the island's service industries 
(other groups studied international 
trade and local business). And in their 
recent report to Acting Trade and In- 
dustry Minister Lee, the group's 20 
members (many of whom are public-en- 
terprise managers) had good news and 
bad news: the sector has a glowing fu- 
ture — but it has been neglected in the 
past. “Because services are taken for 
granted [they have always been 
around], little effort has gone into pro- 
moting them," they said. 

At first glance, this seems fanciful. 
Historically, services form the raison 
d'étre for Singapore and its prosperity 
(especially entrepót trade, shipping and 
financial services). Enormous state in- 
vestment has gone into sea and air trans- 
port, electronic communications and 
port services. 

Moreover, with the glaring excep- 
tion of the “commerce” category (espe- 
cially within small retail shops), service 
industries contribute about twice as 
much value-added as manufacturing 
firms. And even if manufacturers boast 
about their primacy in Singapore's 
foreign earnings and employment statis- 
tics, the service industries generate 60% 
of GDP, employ the second-largest 
number of people and have grown faster 
this decade than any other element of 
the economy — barring construc- 
tion. 

So where lies the neglect? On closer 
examination, most of the criticism 
centres on two problems. First, high 
overheads have crimped earnings and 
discouraged expansion. Many believe 
an unconscious bias towards manufac- 
turing and against services lay behind 
the late 1970s high-wages-to-hi-tech po- 
licy. Services were said to be seen by 
some, wrongly, as "parasitic on man- 
ufacturing" or as a "poor foreign-ex- 
change earner." 

The second criticism says that vari- 
ous, widely defined “business” or “dis- 
tribution" services need much more 
nurturing to amalgamate and expand. 
Exactly because the trends in countries 
Singapore aims to emulate (the US, 








Japan and more efficient West Euro- 
pean states) point to an ever-more pre- 
dominant service sector, critics want 
Singapore to lift the pace of its services 
development — especially as big growth 
in air, sea and telecommunications has 
now slowed. 

Computerisation will accelerate a 
shift towards "information products" 
(financial, business or personal — such 
as medical — services). Unlike man- 
ufacturing, Singapore's domestic mar- 
ket enables service companies to reach 
economies of scale when combined with 
external demand. Because of these 
trends, investment and some overt fiscal 
incentives should go into “sunrise” ser- 
vices (such as business consultancies), 
some economists say, while the more es- 





Air transport: high state investment. 


tablished transportation or warehous- 
ing services should be streamlined. 

Apart from wage growth outpacing 
productivity, the more established ser- 
vice industries have wrestled ' with 
another overhead problem — one 
caused by public agencies running large 
surpluses in a recessionary era (for 
example, warehousing firms complain 
of high charges made higher by imposts 
being biased in favour of manufactur- 
ers). One government MP has calcu- 
lated public-agency operating surpluses 
in 1984 at S$2.3 billion. Together with 
property taxes, land rentals often com- 
prise as much as 5276 of warehouse 
operating costs. 

The government has moved to ad- 
dress these complaints. As with other 
sectors, decisions already taken mean 
both the wage and the rental/utilities 
components of overhead costs will 
drop. High local content (averaging 
about 75% in service industries) would 
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enable another quick fillip to the ser- 
vices sectór from a managed fall of the 
Singapore dollar — but this is appa- 
rently not being considered. 

The immediate correctives will do 
much to restore the competitiveness of 
Singapore's service industries — which 
in the first half of the decade became 
about 25% less productive than that of 
Hongkong. Despite the broad trends, 
some interesting new avenues have 
opened up; in 1984-85, for example, 
Singaporean contractors bagged S$1.04 
billion in business — three-quarters of it 
from China. 

The reports assembled by Lee and 
his full Economic Committee promise 
as much as 7.2% annual sectoral growth 
in the decade ending 1995 (by which 
time services would be contributing 
69% of GDP). They also offer a 
plethora of ideas, including: 
> Privatising government-run or domi- 
nated services (such as in-house ar- 
chitectural work or trading business car- 
od out by public agencies such as Intra- 
co). 


» Cutting back “complicated” and 
“cumbersome” rules for bonded 
warehouses and factories, and emulat- 
ing the 24-hour customs services pro- 
vided by other major ports. 

» Abolishing residual import duties 
(such as the 5% tax on handbags and 
other “luxury” goods) which inhibit 
traders from using Singapore to distri- 
bute these products. 

» Rationalising the commerce. sector 
by deliberately cutting down employ- 
ment in small retail businesses (almost 
no productivity gains in the 35,000 com- 
mercial businesses which employ less 
than 10 people occurred in the decade 
after 1975). 

> Fostering consultants — “the front- 
line contact with the outside world," 
who are trying to break into distant mar- 
kets. One idea is a S$200 million revolv- 
ing fund for contractors and consultants 
(despite some successes, architectural 
and engineering services overall have 
actually done relatively poorly vis-à -vis 
other service industries). 

» Reforming existing tax incentives for 


Tax breaks may not 
be sweeping enough 


Recognising the past 
and future  impor- 
| tance of financial ser- 
vices, the Economic 
Committee has press- 
weed for tax changes, 

S DUUM. || which are rather more 
POSES sweeping than the 
case-specific incentives of the past. 
However, it has not gone as far as many 
would like in liberalising local markets. 

Although the government has ac- 
cepted the tax proposals for the services 
sector in principle, details have still to 
be spelled out and fears of dilution exist. 
Specifically citing Hongkong, the report 
has called for abolition of tax on the 
foreign income arising from the conduct 
of third-country business from Singa- 
pore, such as that done by regional 

eadquarters. : 

However, rather than try to enshrine 
this as a tax principle, it is recom- 
mended that the tax break apply only to 
"approved" holding companies and re- 
gional headquarters’ operations. This 
may in fact give Singapore an edge over 
Hongkong where there is still some- 
times uncertainty over what income is 
derived from business conducted in 
Hongkong and what is not. 

Singapore critics, however, say the 
need for specific approval indicates a 
big-company bias and small trading 
companies may be wary of it. Nonethe- 
less, most regard it as a significant step 
and may attract Japanese trading com- 

anies to transact commodity deals 
om Singapore as well as encouraging 
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Singapore merchants to arrange more 
business from their home bases. 

Another step to improve linkages 
between Singaporean-owned trading 
and investment activity with the nation 
is the reduction in tax on remitted 
foreign income to 10%. The Banking 
and Financial Services Subcommittee 
had even called for a one-year 
moratorium to allow tax-free rapatria- 
tion. Although few are actually against 
the 10% rate, some suggest that the tax 
could and should have been totally 
abolished, others said that it will make 
little difference as Singaporeans will 
remit funds primarily according to busi- 
ness opportunities at home, where the 
problems are a shortage of ideas not 
capital. 

There is also to be a tax cut on the 
other side of income flow — withhold- 
ing tax on interest, fee and royalty in- 
come of non-residents is to be reduced 
from 40% to 15%. This is again to 
broaden Singapore’s appeal as a busi- 
ness centre. The existing rate is re- 
garded as particularly punitive as it 
applies to gross, not net, income. The 
report, like the subcommittee, shied 
away from total abolition for fear of en- 
couraging tax avoidance through high- 
gearing ratios. Complete abolition 
would probably be necessary to develop 
much foreign interest in the Singapore- 
dollar bond market. 

However, that is in accord with the 
report’s lack of interest in encouraging 
foreign ownership of Singapore-cur- 
rency financial assets. The subcommit- 
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consultant services (described as 
“@rossly inadequate") by emulating 
measures such as the 1981 US Economic 
Recovery Act (which allows US expat- 
riates a much higher assessable income 
threshold) and by extending export- 
credit insurance cover. 

> Creating new niches in aircraft servic- 
ing and trading, spot-oil trading, 
counter-trading, and making Singapore 
into a regional publishing and distribu- 
tion centre while reinforcing traditional 
entrepot advantages by making re-ex- 
ports easier. à 


A Soseh rangig over much terrain, 
many of these ideas fit a pattern of 
local business sentiment that becomes 
more evident as the recession bites deep- 
er. The first element is the perception 
that, directly in joint ventures or indirect- 
ly via its open economic policy, “the gov- 
ernment has a tendency to identify itself 
with foreign companies . . . but not with 
local ones," as Singapore's Chines 
Chamber of Commerce wrote last year 
The second theme comes from a de- 





tee had urged the abolition of withhold- 


ing tax on Singapore-dollar debt secus 
ties. But that has not been followed up. 
The sub-committee's recommendation 
was anyway, perhaps, illogical because 
it recommended in effect that inflows be 
encouraged but at the same time wanted 
the MAS to keep a tight rein on Singa- 
pore-dollar lending to non-residents. 
The net result would be an appreciation 
of the currency. 


T would be quite the opposite of 
the general but unvoiced implication 
that most would like to see a weaker 
Singapore dollar. The report itself is 
particularly muddle-headed, conclud- 
ing that "the exchange rate should con- 
tinue to be set by market forces but its 
impact on our export competitiveness 
should be taken into account." While 
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sire to rely more on foreign work- 
ers, either at the lower (manufac- 
turing) or higher (specialist ser- 
Viti ends. Subcommittees have 
urged an open door for legal and 
advertising executives, for exam- 
ple. A third refrain is heard in 
complaints about the govern- 
ment’s devotion to a strong 
Singapore dollar. 

Fourthly, many sources had 
little time for regulatory fiddling 
and overly rule-ridden licensing: 
businessmen described struggles to win 
worle permits or failures to get rulings in 
advance on tax questions. They also say 
the government “took too long to re- 
spond to the warning signs of reces- 
sion." 

Assuming even half or fewer of the 
ideas to boost the services industry see 
the light of day, is there not the risk of 
attempting too long a leap? The com- 
puter-service industry now is almost 
hopelessly fragmented and in the thrall 

f overseas marketing whims. Much of 
1e remaining, privately owned services 
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implying, as others state directly, that 
the exchange rate has damaged in- 
dustry, it does not look either at the 
market forces which put it there — 
a strong balance of payments partly 
resulting from deflationary govern- 
ment fiscal policies — or the market’s 
belief, following MAS intervention, that 
made clear a strong currency is official 
policy. 

In fact, the Singapore dollar has not 
been as strong as many believe. In re- 
cent months, it has declined sharply 
against the yen and European curren- 
cies as the US dollar has slumped. But 
most eyes are still on its US dollar ex- 
change rate which has risen while other 
NICs have kept their currencies in line 
with the dollar. P 

The report does not take issue with 
official determination not to allow the 
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are in the same spot. For all the furore 
about public-sector involvement, the 
reputation for reliability and dispatch in 
sea and air transportation results from 
government investments. And one 
count puts more than half the gov- 
ernment's equity in various private 
companies as being in the services 
sector. 

Another feature of the recommen- 
dations for services — which Lee’s Eco- 
nomic Committee largely endorsed — 
lies in the direction of services expan- 
sion: invariably well outside the region 


Singapore dollar to be used significantly 
either as a store of value by foreigners or 
for financing third-country trade. This 
illustrates a lack of willingness, or 
perhaps of need, to take risks with fi- 
nancial stability to bring more business 
to Singapore and become the Switzer- 
land of the region. Said one Swiss bank- 
er: “If Singapore wants, as it says, to be 
like Switzerland it must accept that 
means making foreigners want to use its 
currency and banking system, not just 
be an offshore subsidiary of London, 
New York and Tokyo.” 


Dp: the rhetoric, Singapore 
clearly feels more comfortable as a 
place where yen is loaned or dollar 
bonds are traded. This may be a realistic 
appreciation that for all its trading skills 
and reputation as a financial centre, 
Singapore is a tiny economy even when 
compared with Switzerland. However, 
some local domestic bankers believe 
that they could have assumed a much 
larger regional trade and finance role if 
so much savings had not been diverted 
to the CPF and the Post Office Savings 
Bank (POSB) so that commercial banks 
have not grown as fast as the economy 
should have allowed. Although bank 
deposits will be a beneficiary of the CPF 
cut, there is disappointment that the re- 
port does not query POSB privileges. 
There are, however, several propo- 
sals which are to the liking of the finan- 
cial sector, ranging from changes in the 
law to take account of developments 
in banking, securitisation of financial 
markets; more use by the MAS of local 
markets and encouragement of more 
contracts for Simex. Further encourage- 
ment is to be given to fund management 
through extending tax breaks to funds 
investing in local stocks and fund invest- 
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services and commerce. phe 
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despite surveys showirfe the now- 
fashionable engineeripg, archi- 
tectural and  business-service 
firms placing overall priority on 
"regional" (meaning Malaysian 
or Indonesian) markets. 

Behind the blizzard of ideas 
for government action lies a more 
intangible doubt. A feeling akin 
to gun-shyness exists, evident in a 
Singapore Business Times report 
in February of one investor's 
reaction to the Economic Com- 
mittee's new directions. “It wasn't so 
long ago when the government urged us 
to go into supporting industries . . . and 
what happened? When the multina- 
tional companies we were supportin 
ceased to operate, what were we to do? 
We were told to automate . . . But auto- 
mation is only viable when there is mass 
production." 

While this might be taken as reluc- 
tance to make any new manufacturing 
investments, it could also be seen as a 
certain wariness over any new, state-led 
push into another frontier. oO 






ment by residents in overseas stocks. 

The report recognises, however, that 
an equally important factor is an active 
local market in quality stocks. “No one 
will want to manage a Japan fund from 
Singapore unless they can do enough 
additional business locally to cover 
overheads,” said one broker. Ability of 
approved managers to manage some 
CPF funds will help a lot. “But we still 
need more stocks like SIA and a lot less 
nonsense in Malaysia.” 

However, Singapore is now aware 
that partly because of nit-picking tax in- 
terpretations and unfriendly dictats 
from the MAS (a fault admitted by im- 
plication), Singapore missed the first 
fund-management boat and must await 
the next opportunity. Fund managers, 
merchant bankers and life insurers also 
hope that there will be more market 
funding by statutory boards through 
debt instruments. 

Another landmark is the report’s en- 
couragement of an Unlisted Securities 
Market (USM), on which a detailed re- 
port is awaited, to encourage entre- 


.preneurship and venture-capital com- 


panies. There is a lot of enthusiasm in 
both public and private sectors for the 
idea of a USM. But already there are 
fears that instead of being a place for 
new entrepreneurs to raise new capital, 
it will be one where the govenrment 
dumps equity in some of the. smaller, 
state-owned concerns. Although not di- 
rectly relevant to international fund 
management or even, perhaps, to 
foreign portfolio investment in Singa- 
pore, the USM could be a litmus test: do 
the government and the people really 
want the high-risk, low-regulation envi- 
ronment which a USM typifies and 
which is the underyling philosophy of 
the report. — Philip Bowring 
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rtain road to 
manufacturing niches 


So os age SIC 


eel Although 90 special- 

fetid BY ists on eaght sub-com- 
| mittees advised Lee 
Hsien Loong and his 
Economic Committee 





Pie during 1985, many 
NGADORA, Z2 Singaporeans think 
eee some of the best 


reasoning came from a small sub-com- 
mittee on manufacturing, chaired by 
Singapore’s Hewlett Packard managing 
director Koh Boon Hwee. “The calibre 
of the advice had to fit the stature of the 
sector,” said one of Koh’s colleagues — 
a trifle immodestly. 

But if size determines importance, 
he is unquestionably right: manufactur- 
ing companies employ more Singapo- 
reans than any other sector and bring in 
more foreign earnings (more than 50% 
of the total) than any other. During the 
late 1970s and early 1980s, manufac- 
tured exports rose at a rate nothing 
short of phenomenal. Even during 
1980-84, Singapore’s “net investment 
commitments” in manufacturing ranged 
from S$1.7-2.6 billion a year. 

The very success of those years may 
have bred a certain complacency. As 
Koh's panel acknowledged in its ini- 
tially private summary, the buoyant fig- 
ures masked weaknesses. One was in- 
vestors' reluctance to expand beyond 
the comparatively simple assembly-pro- 
duction stage to more complex opera- 
tions such as design and engineering — 
a key aim of earlier hi-tech investment 
strategies. Another was lagging invest- 
ment in indigenous manufacturing 
firms. Still another was Singapore’s low 


- 


spending (0.6% of GDP) on research 


and development (R & D), at least 
when measured against other newly in- 
dustrialised countries (NICs) in Asia. 

During the buoyant expansionary 
years, various value-added assembly- 
line or processing operations (such as 
electronics or pharmaceuticals) led the 
advance and hid these problems. Con- 
struction-materials makers also 
watched earnings soar along with the of- 
fice blocks and commercial towers. But 
by the early 1980s, Singapore's manu- 
facturing growth compared to other 
Asian NICSs had slowed markedly. Pro- 
fitability fell by 31.5% between 1980 
and 1983, and the sector's share of GDP 
(at a 1968 factor cost) declined from 
21.4% in 1978 to 18.3% in 1984. 

Studies in that year also showed that 
South Korean or Taiwanese costs for 
some manufactured products had al- 
ready become 30-50% less than in 
Singapore. By then, most timber, tex- 
tile, garment, paper, food, plastics and 
ship- and repair-yard manufacturers 
had begun to see profits slip. 

The main (but not the only) reason 


Singapore 


for this lies in ^excessive wage in- 
creases," in rising (and mandatory) em- 

loyers' pension-fund contributions and 
in a "tight labour market" — all to some 
extent deliberately contrived in earlier 
years to wring higher productivity from 
Singapore's manufacturers. Although 
Koh's sub-committee says such policies 
probably exacerbated the downward 
trend, it also admits a slowdown was 
"inevitable." 

"Even if we had successfully antici- 
pated the present difficulties," Koh's 
group wrote to Lee last year, “the trans- 
ition would still have to be made [from] 
one stage of development to another." 
Change was looming anyway, the group 
says, because of: 

» A more competitive world market as 
world trade slowed. 

» An approaching limit to labour, land 
and water resources. 

» Saturation of domestic demand for 
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Unit labour cost in manufacturing sector of 
selected countries, taking into account 
productivity leveis (US$) 


34.4 = 37.5 į 42.7 





housing and commercial building. 
> A cost structure rising to a point 
“where we are no longer cheap.” 

If diagnosis comes easily (albeit awk- 
wardly in the face of long-cherished, 
“high-cost-to-hi-tech” policies), the 
prognosis for manufacturing gives more 
trouble. Government ministers and 
backbenchers like the word “niche.” 
Based on Koh’s sub-committee find- 
ings, Lee (who since mid-February has 
been acting trade and industry minister) 
signed a report that foresees manufac- 
turing niches in “high-value, low-vol- 
ume performance-sensitive products,” 
in more cheaply transported parts or 
components that are “less sensitive to 
protectionism,” and in “activities where 
speed and efficiency command a pre- 
mium.” The report notes new, expand- 
ing technologies in electronics and tele- 
communications, pharmaceuticals, 
biotechnology and various optical-pro- 
duction processes. 

Lee and his colleagues think these 
niches will be filled faster if taxes are cut 
(to boost cash flow at a basic level and 
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reward types of “creative work”) ahd in- 


cgntives are raised for venture-capital 
activities. Tabled in parliament in Feb- 
ruary (REVIEW, 6)Mar.), Lee's final re- 
port called for more engineers, better 
technical training. generally and a 
straight-out 30%. allowance for new 
plant and machinery investment. It also 
urges a 20% tax write-off for R & D 
spending and more investment in design 
firms and in other tooling, prototype- 
making, foundry, | precision-engineer- 
ing, moulding and similar supporting in- 
dustries. | 
Inevitably in an exercise of thi$ na- 
ture, advice from Koh's core group of 
industrialists thinhed out as it passed 
through its own filters to Lee’s full com- 
mittee and finally up through the gov- 
ernment machinery; How much of their 
thinking has seen the light of day? 
When comparing the two-volume 
sub-committee effort to:the overall final 
report, some said “the. losses outnum- 
bered the gains" — in the words of one 
informant who spoke on condition o 
anonymity. And it seems plain that gov- 
ernment pronouncements put most 
blame for high costs on wage and rental 
increases, and that it has geared its ini- 
tial response at least towards cutting 
back these costs — most notably by re- 
eee employer contributions to the 


B y contrast, Koh's group (which in- 
cluded two expatriates) argued for a 
wider spread of remedies. For example, 
it dwalled on the need to reduce “per- 
manently" a property-tax rate that “is 
among the highest in the world." It 
urged continuing reliance on foreign 
workers. And, in sharp contrast to some 
final-report recommendations, it also 
said "government intervention 
should be confined to providing general 
incentives or facilities without having to 
decide on a case-by-case basis who 
should receive or be denied a particular 
benefit." 
The final Lee report also, lacked 
another sub-committee observation 
about costs. Although Singapore’s 
“local-currency wage increases . 
[rose] no higher than those of the othe 
NICs, in US-dollar terms we were far 
ahead, except for Taiwan.” The reason? 
“In the period under review [that is, 
from 1980-83], our currency rose 78%, 
72% and 17% respectively against 
Hongkong, [South] Korea and Taiwan 
... and rose 7%, 21%, 5196 and 5396 re- 
spectively against the US, Japan, West 
Germany and [Britain]." Singapore's 
“only significant cost advantage,” the 
Koh group wrote, is with the US. 
Other committees received some 
quite trenchantly argued submissions 
from local industries slamming the gov- 
ernment’s commitment to a free-trading 
environment: there were ,grumbles 
about’ “dumped” cement, about ^un- 
fair" competiton from the nearly. 200 
public enterprises and a chorus of dis- 
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"Take your land, use your taxes, set up 
businesses and compete with you!" 
Many of these issues have since 
found redress in recent government an- 
nouncements. And sources also insisted 
"the occasional omission should not 
obscure the general endorsement the 
group has won for its analysis of [if not 
for all its solutions to] Singapore's man- 
ufacfuring problems and prospects." 
Lee himself emphasised during an inter- 
view with the REVIEW that the evidence 
of acceptance of this and other sectoral 
advice will be found in government de- 
cisions over the coming months — not 
merely in the tax- and CPF-cutting mea- 
sures formalised in the recently pre- 
sented budget (REVIEW, 20 Mar.). 
© Inevitably also in an exercise of this 
vind, time can always wreak havoc with 
ome of the key assumptions about 
manufacturing prospects. Although the 
world economy will probably, as the 
Lee report says, have more “slow 


RATE OF RETURN IN 


growth with continued high unemploy- 
ment and protectionism,” it is just possi- 
le that plunging petroleum paces will 
:escue West European and US perform- 
ance — despite the bad wobble in 1985's 
final quarter. | 
Demand for manufactures could 
aken pick up without slowing a worrying 
trend for manufacturing investment to 
“come home," that is, to be closer to 
end-users as robotics cut back labour 
costs and as the expense of moving pro- 
ducts from distant places of assembly as- 
sumes an ever-higher proportion of 
total cost. 


LE final report acknowledges this: 
“Manufacturing processes for high 
volume items will become more auto- 
mated, and there will be less incentive 
for [multi-national corporations] to lo- 
cate production outside their home 
countries and markets in search of 
cheaper labour costs." The implications 
are troubling. Singapore could be 
caught in a double bind — while lacking 
a deep enough engineering base to lure 
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extra skilled manpower edge, its appeal 
for more low-skill assembly investment, 
meanwhile, could still be blunted by 


wage costs somewhat higher than else- 


where in the region. 

Unpredictable changes in fortune 
could also make the conferring of “sun- 
rise" and "sunset" industry status pre- 
mature. Singapore's shipbuilders or oil 
refiners may face doom — but not, as in- 
dustry sources cautioned, if the oil-price 
drop prompts regional crude producers 
to use Singapore's more-competitive ca- 
pacity. And what if, as another source 
asked, the shipyards re-tool to build 
more specialised carrier lines of the type 
needed in the region (much in the same 
way as Scandinavian yards have re- 
mained profitable during the past de- 
cade)? 

Apart from a few oblique comments, 
the investment patterns of Singaporean 
Government savings and the funds 
amassed by large quasi-public institu- 
tions also draw little attention. Much of 
this capital has gone abroad in search of 
safety — understandably enough for 
reasons of security of placement 
and return perhaps, but foreclos- 
ing perhaps also a chance for 
more direct, productive use of 
these funds. Singapore has declar- 
ed reserves of approximately 
$$12.5 billion but many bankers 
and foreign fund managers believe 
this understates the true position, 
perhaps by as much as 50%. 

While CPF cuts and wage re- 
straint decreed recently will 
probably give a quick corrective 
to manufacturers’ costs, Singa- 
pore’s neighbours (intent on em- 
ployment-generation for their 
own low-cost labour) will con- 
tinue to provide stiff competition 
— especially if the current commodities 
downturn ushers in a *pragmatic" era in 
which neighbouring countries vie with 
each other in throwing away the rule 
book to attract investors. Even with 
its impressive stability, demonstrably 
clean government and sophisticated 
communications, it is not at all certain 
that Singapore still has the undisputed 
advantage it once did. 

The stakes are large. Singapore must 
choose new manufacturing investment 
strategies to counteract the effect of 
new industrial methods, altered de- 
mand and more competitive costs else- 
where. At the very least, these trends 
now seem to impede further growth, 
and could even begin to erode much of 
what has been achieved. From now on, 
"manufacturing growth will be more 
difficult to achieve," Koh's group said. 
“Henceforth we will need to do more 
difficult and more qualitative things like 
modernising company management, 
developing greater technical depth and 
investing government money in key 
projects." | 
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new methods of production in order to — 


— James Clad 
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EE On 20 February, | 

BE E Singapore President, JÈ 
Wee Kim Wee, told | 
parliament that Sin- | 
papare “cannot af- 
ord . . . to reject | 
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SiS oS. | change, to abhor in- |- 
BRSASINUNS T. novation, or to spurn |- 


preserve comfortable old ways.” If they: i 
do, “we will be the poorer and sorrier t 
for clinging to the wreckage of the | 
past." Fro 
While underlining the government's |. 
acceptance of the Economic Commit- | 
tee's report, Wee referred frequently to | 
these, and to other, entrepreneurial at- | 
tributes. Those familiar with the Econo- | 
mic Committee found a trace of ironyin | 
his words: of all working groups, the | 
Subcommittee on Entrepreneurship | 
Development delivered perhaps the | 
most forceful comments recorded ina | 
long while about deficiencies in Singa- | 
pore’s business climate. ET. 
Chaired by Ang Kong Hua of Na- | 
tional Iron & Steel Mills, the group in- |- 
cluded venture capitalists, electronics- |. 
component makers and even Promet's | - 
Brian Chang — a quintessential entre- 
preneur whose own “high-risk” moves |. 
include the recent ouster of Tan Sri |. 
Ibrahim Mohamad from  Promet' 
board. I2 
“Singaporeans have been tradition- | 
ally entrepreneurial,” the panel said, | 
but *an economic policy which stresses | 
the role of foreign investment in man- | 
ufacturing . . . inevitably forces the local | 
entrepreneur into a lesser and lesser | 
role in the economy." Singapore's | 
“free-market policy easily allows local - 
enterprises to be snuffed out by foreign ` 
producers and suppliers through pre- 1 | 
datory pricing launched from protected |. 
A 
| 
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home bases." i 

Although the panel did not argue for | 
reversing bedrock policies followed |. 
since independence, “the strict adher- |. 
ance to free-trade principles and prac- | - 
tices [and] the abandonment of policies | 
to nurture domestic enterprises [with | _ 
the exception of banking and construc- | — 
tion]” means that only a very few risks - 
aimed at international payoffs suc- 
ceed. ED 

And the group said government-pro- | 
curement preference should go to local 
suppliers — a frequently heard criti- | 
cism. In a submission to the Economic | 
Committee last year, the Singapore | 
Chinese Chamber of Commerce said |. 
“the government appears to be favour- | 
ing foreign multinational companies to | 
the detriment of local indigenous com- | 
panies.” OCTO 

Despite the small domestic market, | 
the panel said entrepreneurs have scope - 3 hi 
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o home, i eid s. dendo 4 institu- 
f while slow to finance 
Pra OTE, have made some steps 
owards developing a venture-capital 


- “In i984, a Singapore wing of the 
outheast Asia Venture Investment 
'rogramme — funded in part by the In- 
ational Finance Corp. (a unit of the 
rid Bank) in Washington — started 
erations. Also that year, the govern- 
snit gave a 50% tax write-off allow- 
ce to companies which had lost 
mey for three years on invest- 
nents in local technology companies. 
Aore recently, the government-owned 
onomic Development Board an- 
nced a $$100 mi lion venture-capital 





But unless other decisions are taken, 
ie panel thinks these moves will not go 
far. The extra steps include permis- 




















n ee invest venture funds overseas as 


"Phe Yéar of the Tiger has brought 

M fresh optimism over prospects for 
he South Korean economy only a few 
months after much breast-beating over 
the sad state of affairs atthe end of 1985, 
|a year when nothing seemed to have 
- gone right. The change of heart is large- 
| Y due to the “three lows”: falling oil 
international 


rates, and the t dollar’s fall against the 






"he. government is hoping that the 
bination of these three factors will 
€ the country a balanced current ac- 
int at the end of the year. (Since 
outh Korea has only been in the 
} its current account on two occa- 
he deficit at the end of last year 
900 million, well above projec- 
€ to stagnant exports. 
three lows have not yet made a 
cing show in the trade figures, 
have been muddied by the usual 
(nd statistical acrobatics which 
eze as: much exports as possible 
December to bolster year-end 
Ed the general trend 
promising . — for example, Jan- 
y exports. were up almost 40% on 
depressing figures recorded a year 
















f a balanced current account is to be 
chieved, exports will have to grow by 
0% in value this year, much of which. 
ill. depend on the vagaries of ue US 
nd.. Japanese . markets, 








stimga attached. to frequent business 
failures and to speed up mergers and ac- 
quisitions), and changes to tax laws 
whose "sum total effect" means "the 


state takes away 40% or more of the | 


fruits of the successful entrepreneur, 
and the investors... bear the full losses | 
of the failed ones.” 


Abrus some 95% of Singapore’s 
nearly 70,000 businesses employ a 
staff of 50 or less, the panel also notes 
that small-scale enterprises have, until 
recently, received little special atten- 
tion from the government. Moreover, 
while historically not “risk-averse,” ' Sin- 
gaporeans have developed a society 
with “a low tolerance for failure," an at- 
mosphere hardly conducive to risk-tak- 
ing. | | 
"The educational system overem- 
phasises grades and performance. and, 


one suspects, also conformity," the sub- 


committee asserted. "The pressure- 
cooker atmosphere from  primary- 
school level to university leaves little 


: hly half of all South Korea' 's ex- 


yen will help them get.a bigger 
of the Japanese market, while 


Japanese goods in third-country mar- 
kets. 


With oil prices falling so rapidly, 


analysts are finding their most optimis- 


basis. 
US$218 million (on an annualised basis) 
with each dollar drop in the price of oil. 


But the fall in oil prices has its disad- | i 
Middle Eastern countries. 
have cut back sharply on construction. 


vantages. 


work in the wake of reduced income 
from oil. 


struction industry, which is heavily de- 
pendent on Middle Eastern customers. 


Last year, new contracts signed fell to . 


US$4.69 billion, which was less than 





aeg elation 3s remove the T ME SUCCESS NAS 
ity of young ent 


. construction 
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Exporters are hoping that the 


‘ing their competitiveness against 


chases by cash-laden investors enc 
| aged by the three lows. High liqu dity i is 
tic projections outdated on a weekly | 
South Korea stands to save 


oil and raw- -material costs — average 3 


This situation undermines- 
South Korea's already troubled con- 


: half the amount in 1983. This year the | 






Sources described the comments 
from Ang's panel as *purposefully pro- 
vocative," especially the observation 
that “Singapore today is often described | 
as a safe and pleasant place to live in but. 
| is otherwise sterile and clinical," and 
suggesting that an "appropriate bal- 
ance" between regulation and a “condu- 
cive environment for private enterprise 
and initiative" be struck. 

Judging from Wee's address, thé re- 
vival of. Singapore s economy may de- 
pend as much on “intangibles” such as 
entrepreneurship as on the Economic 
Committee's plethora of detailed re- 
commendations. Wee urged that Singa- 
pore become "a. f sprightly, 
nimble and adaptable: eople" who, by 
the 1990s, can change into “a more-de- 
veloped country." To try to bring that 
prospect closer, the Economic Commit-- 
tee urged the government to implement 
a surprising number of ideas from Ang, 
Chang and their colleagues. 

— James Clad 






) are hoping for 
only US$3 billion worth of contracts. 
The recent lack of news re- 
garding the status of some 
of the more heavily exposed 
firms may be a bad sign. 

Flushed with the good 
tidings the three lows seem 
to imply, the new Deputy 
Prime Minister and. Minis- 
ter for Economic planning 
Kim Mahn Je has announc- 
ed that his primary inten- 
tion is to boost private in- 
vestment. He has allowed 
money supply to grow sharply — M2 is 
estimated to rise 13-15% for the first 
quarter. 

The increased liquidity has a marked 
effect on capital markets, particularly 


Current 








_ the stockmarket which is going throug! 


an unprecedented boom owing to. pur- 






also putting downward pressure on ir 
terest rates, but apart from cutting rates M 
on bonds, the miS Bd £08 e 








alag | 


import prices were down 5.9% in Feb- 
ruary compared to. a year ago. Recent 
government moves to cut oil domestic - 
prices in accordance with (though not- | 
entirely reflecting) the drop ia interna- 
tional prices should hold inflation to the 
low levels recorded; in 1985. 
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Grow with us... 


Dresdner (South East Asia) Limited- 
international merchant bankers 


e Total assets:S$4.4 billion 

e Capital funds:S$230.7 million 

e Profit after tax 1985:S$34.7 million 

è Shareholder: Dresdner Bank AG, Frankfurt/Main 


Dresdner (South East Asia) Limited 


;ollyer Quay #22-00, Tung Centre, Singapore 0104. Postal Address: Maxwell Road PO Box 3699 singapore 9056. Telephone: all departments: 2228080 
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BENEATH CANADA'S SURFACE, 
THERE IS MORE ECONOMICAL 
ENERGY THAN ANYWHERE ELSE 
IN THE WORLD. 





With the formation of Send for a copy of our 
Investment Canada, the investor's handbook, and dis- 
Canadian Government has ^ cover all of the good reasons 

placed out the welcome mat why Canada is today’s land 
to foreign investors. Energy is of opportunity for your com- 
one of the best reasons why pany's business ventures. 


your company should Attach your business 


consider the invitation. card to a copy of this ad 
Canada ranks number one in and post it to: 

overall energy resources per Investment Canada, 

capita. Number one in its Canadian High Commission, 
growth rate for oil exports. P.O. Box 10990, 
Number one amongst indus- 50732 Kuala Lumpur, 
trialized nations in energy Malaysia TLX 30269 
trade surplus. And number  DOMCAN MA 


one in opportunity. There is Investment Canada, 
sufficient electricity, natural Business Centre 


gas, crude oil and coal to Commission for Canada, 
not only ensure low cost GPO Box 11142 
domestic consumption but to Hong Kong. 


ensure competitive manufac- 
turing exports. Investment Canada, 


Canadian High Commission, 
In exploration, processing — Maxwell Road 
and manufacturing, Canada — p o. Box 845, 


offers an ideal environment 






Singapore 9016 
for investment. Energy sup- 
plies are secure and the 
stable prices average out as 
the lowest in the world. 
WELCOME TO THE 


NEW SPIRIT OF ENTERPRISE 





INVESTMENT 
CANADA 


e dig vie The road 
Deposit “Account for a refugee 


Available in Sterling is as long 


US Dollars, as you make it. 
Deutsche Marks 


and Swiss Francs 

| | Curre wi n 

eve serch PENNS showed without e EN . 
interest rate MARIN 1 

fixed monthly 
paid quarterly “\ 


Monthly statement and 
rate change advice 





The Hongkong and Shanghai Banking Corporation. P.O. Box 315. St. Helier. Jersey. Channel Islands 
Telephone: 0534 71460. Telex: 4192254. Incorporated in Hong Kong with limited liability. 


Copies of latest audited accounts available on request. Senior Manager in Jersey: C.P. Langley. This road can be very short if we all helt 
It may lead the refugee back to his home- 


land. It may mean the beginning of a new 


existence in a neighbouring country. Or it 
may take him thousands of miles away from 
his home 

The United Nations High Commissioner 


J Ch | I l d for Refugees co-ordinates world-wide effor 
to solve refugee problems, to give human 
CTSCY, anne S an S rights back to refugees: work, education, 
freedom from persecution, legal protection 


NECI UM uu clu i. ci. hec. s. xr tee n Since 1951, UNHCR has helped some 
To: The Hongkong and Shanghai Banking Corporation 25 million refugees to begin a new life. 


P.O. Box 315, Grenville Street, St. Helier 5, Jersey, Channel Islands 
Please send me your High Yield Deposit Account brochure. | 
| 
| 
| 





ADDRESS 


UNHCR 


United Nations High Commissioner for Refugee 
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The Boulevard Guide 22 
to contemporary luxury 2 
and$&sense. | 


For a surprisingly economical price, 
The Boulevard gives you a room that 


doesn't economise on space, amenities 
or furnishings. 


How to beat the heart of the 
city and Singapore: S most 
prestigious NER x \f 


Rome _ NIS 
id l RPAN 
residentia AN Ne: 
Vw E MAN . — 
* © Ag 


district. “ae 
The Boulevard AN 
Hotel stands atthe “N 
highest point on tree-lined — . | 
Orchard Boulevard. It's |. — 
flanked on onesideby | 
lush green slopes, luxury apartments 
and bungalows, and on the other, by 
Orchard Road, Singapore's hub of 
shopping and entertainment. 


How to enjoya taste of the 
world without leaving your 
hotel. 

Enjoy western cuisine at its finest 


at The Manhattan. Take in a piece of 
exotic India at the Mayarani. Relish 








the delicate taste of Japan 
at the Gajoen. 
Discover 
what fussy, 
food loving ; 
locals are | £ 
queueing ¥ d di 
upforat ‘a 
the Cafe 
Carousel. 
Or drop by at our lounges. 

A stroll along The Boulevard will 
open up all these avenues of delight. 


How to get old fashioned 
service and the most modern 
facilities. 


Everything at The 
Boulevard has a brisk 
young air about it. From 
the stunning modern 
atrium to the crisp 
styling of rooms, from 
lifts that ‘talk’ to 
service staff who 4 
listen, and respond , 
accomodatingly 
and efficiently. 














You get a good 
deal more at 
Singapore's 
only hotel on 
the Boulevard. 


BOULEVARD HOTEL 


AFFORDABLE LUXU RY 
200 Orchard Boulevard, Singapore 1024. Tel: 7372911. Telex: RS21771 BOUTEL. Cable: BOUTEL. Fax: 7378449 
GOODWOOD GROUP SINGAPORE — 
GOODWOOD PARK è YORK HOTEL è BOULEVARD HOTEL SINGAPORE è LADYHILL HOTEL. 
Reservations Worldwide: KM Y Golden Tulip Hotels. Utell International. Supranational. 
Australia, Japan and USA: Southern Pacific Hotel Corporation. Kuala Lumpur: Goodwood Park Hotel Sdn Bhd. 


FarEastern Economic 


The Far Eastern Ece- 
nomic Review is now 
publishing a quarter- 
ly index which details 
by country and date 
everything that has ap- 
peared in the Review. 
The index is available 
on a quarterly basis. 
Subscribe now and 
each quarterly index 
will be sent to you 
automatically as soon 
as it becomes avail- 
able. A vital research 


tool, the Review in- 
dex will save hours 


of needless search- 
ing for information. 
ORDER YOURS TO- 
DAY! Only HK$175 
(US$25) for 4 quar- 
terly issues. Just com- 
plete the coupon 
below and send with 
your payment. 


The Circulation Department, 
Far Eastern Economic Review, 
GPO Box 160, Hongkong. 


Please send my order for the 
Far Eastern Economic Review 
QUARTERLY INDEX. / enclose 
HK$175 (or its equivalent in local 
currency) in payment. 


Name 


BOOG .— — V——X.——— 
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By Bruce Roscoe in’ 
Ww house Wit! 






ing factions of the t Liberal Demo- 
cratic Party (LDP). The company ex- 
pects to record a 69% decline in recur- 
ring profit in the year te31 March. and 
will pay no dividends. Further, JAL 
stands to lose millions of dollars in 
claims arising from last year's Boeing 
747 crash in mountains near Tokyo, the 


worst single air disaster in aviation his- 


tory. Yet, since the crash, the com- 
pany's share price has almost trebled, 
from Y5,500 (US$30.70) to nearly 
WP The most current explanation for the 
take-off in JAL’s shares is that the Ja- 
zanese ^ Government, which owns 
34.5% of the company, wants the price 
ramped to achieve the highest possible 
capital gains when it sells its holding as a 
prerequisite to JAL's privatisation. The 
fnance minister nominally owns the 
:overnment's stake in JAL. With the 
spoils of financial-market liberalisation 
‘eady for distribution, certain securities 
sompanies might wish to curry favour 
vith the Ministry of Finance (MoF) by 
1elping to raise JAL's share price. 

MoF and Ministry of Transport 
MoT) officials discount this theory as a 
eécurities underworld. rumour. In the 
ibsence of any corporate-performance 
undamentals that might rationally ex- 
lain the price phenomenon, however, 


he Tokyo equities market is subsisting 


n whispers. 
. Aviation policy officials told the 
VIEW that the JAL privatisation bill 
bably will not be introduced into the 
net (parliament) until March 1987. 
iven after its passage, which could take 
everal months, the MoF would still 
iave to decide how to go about selling 
ts 34. 576. A step-by-step divestment by 
wivate placement with JAL's stable 
hareholders seems to be the most prob- 
ble MoF course. At least that is the re- 
ommendation the MoT is now putting 
orward. But all of this is one or more 
ears away, so it would appear far too 
arly to treble the share price for quick 
overnment profit-taking. 83 
To further discount the MoF-securi- 
les companies’ conspiracy theory, the 






AoF has several times sold off chunks of | 


s JAL holdings when no obvious ramp- 
ig was apparent, though each sale re- 
red a higher price. (In 1968, the MoF 







Y 15230; in 1969, 2.1 millien 
30; in 1972, 2.5 million 












; in 1979, 1.2 million 





4 shares at ¥2,730, and in 1981, 2.5 mil- 


lion shares at 2,270.) 

The second theory, also related to 
JAL going private, is that select groups 
of investors are buying as many JAL 
shares as possible in a run-up to acquir- 
ing a controlling interest in the company 
when the MoF does sell out. With the 
second-biggest JAL holding at only 
2.7% of outstanding shares (held by 
Tokio Marine and Fire Insurance Co.), 
the question of controlling interest in 
the new JAL becomes interesting. Non- 
residents can buy up to only 30% of the 
airline. | 

The railway company Tokyu Corp. is 
rumoured to be interested in JAL. 
Tokyu is the biggest shareholder of Toa 
Domestic Airlines, holding 26.2%. 
Tokyu denies that it is buying up JAL 


MARKET MOVES 


shares, though the company is expand- 
ing its network of overseas hotels 
geared to Japanese tourists. 


AL's |fourth-biggest shareholder 
# (with 2.2%) is Kenji Osano, a busi- 
ness tycoon, life-long friend and politi- 
cal fund-raiser of former prime minister 
Kakuei Tanaka, who was convicted of 
taking Lockheed bribes. In the first 
Lockheed trial, Osano, also implicated 
in the scandal, was convicted of perjury 
by the Tokyo District Court and sen- 
tenced to a year in prison. 
Osano is now known to be active in 
fund-raising for Finance Minister Nob- 
oru Takeshita who has taken over most 


of the ailing Tanaka's faction. With the 


prospect of both. a lower and upper 
house general election in June, requir- 
ing huge campaign spending by LDP 









. Stock is that the airline almost certainly 










i 
39% of the 5 million pasenge 


| terest payable on its current loan debt o 
3300 billion would rise by about 1% to 
X3 billion. pU * 










price mover 
tion’s need. 














sharp ramp for p: 
vidual speculators 
politicians of stock 
paign fund-raising is. 

But apart from JA 
performance, there | 
reasons why most ir 
want to buy the comp: 
result of the MoT pro-cor 
tion policy, JAL soon wi. 
pete alongside All Nip 
some international bu: 

Moreover, United A 
entry into Japan threat 
into JAL profits from tl 
Angeles, Tokyo-San Fre 
Both of these routes are cri 
sources for JAL, which ca 















































the Pacific each year. About the on 
bright spot on JAL's horizon is falling 
fuel costs as a result of cheap oil. ^ -. 
When JAL does go private, costs will: 
rise. The company will not be able tō se- 
cure low-interest loans without the. 
status of a semi-governmental corpora- 
tion as it will no longer be eligible for 


government guarantee. JAL saysthei 


Yet another reason investors might 
be wary of the now high-flying JAL 


will have to increase capital the moment - 
it is privatised. As a semi-governmental 
corporation, JAL can borrow up to five 
times its capital, but only twice its capi- 
tal once it becomes private. Current 
borrowing stands at about 2.4 times cap- 
ital, so new shares probably would have 
to be issued. f 7 
As at 14 March, JAL shares had fal 
en to ¥11,740, suggesting that, the pr 
ramp may be over. Japanese secu 
companies were not so sure. “The M 
would really like to sell its holding oi 
the price goes over * 15,000," said one 
Japanese analvst who subscribes to tlie 
conspiracy theory. "It is a political 
money game and nobody can be sure 
what will happen." said another. m. 
Whatever the real reasons, the JAL | 
share-price movement proves once | 
again that in the short term, corporate 
fundamentals do not have much to € 
with Tokyo equity. trades. 
suggests that investors Who 
stocks are designated “politic 
to per handsomely in the mc 
ceding a general election. 





















































By Hamish McDonaid in Sydney 
A fter months of deriding stockmarket 
‘PA raider Robert Holmes à Court's 
takeover ambitions towards it, the Aus- 
tralian resources giant Broken Hill 
Proprietary Co. (BHP) has abandoned 
its stance of dignified disdain and got 
down on the floor to wrestle with 
Holmes a Court’s partial offer. | 
. The BHP board has answered the 
formal.. takeover statement from 
‘Holmes à Court's Bell Resources, regis- 
tered with the National Companies and 
Securities Commission on 17 February, 
with a barrage of legal and political 
moves aimed at stopping the bid in its 
tracks — if not with immediate fatality, 
at least until the cost of carrying his pre- 
sent 18.9% stake in BHP started to hurt 
he raider. | 
. In the Victorian 
BHP obtained an injunction blocking 
Bell. Resources from sending out its 
offer document to some 175,000 BHP 
shareholders ranging from institutions 
to thousands of small investors. In a 
case that appears likely to continue well 
into April, BHP lawyer Stephen 
< Charles OC argued that Bell had not 


















































































































































































planned to finance likely outlays of 
around A$2.5 billion (US$1.8 billion) to 

















. able to use BHP's massive cash flows, 
Bell might plunder BHP assets, said 
Charles, who described the offer as “a 
‘mongrel bred by ingenuity from a lack 
-of cash.” "n T | 
- However, Bell Resources was able 
‘to convince the judge that it should not 
"be required to table the agreement it has 















































Net 
profit 


A$115.3m 
 (US$80.9m) 












'| H26 Jan. 


A$131m 


usps: Tas 
^ | (US$91.9m) 










'A$55.7m 


— usine 
b. (US$39.1m) 








S$8.29m 
.1 (US$3.8m) 
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Supreme Court, 


made adequate disclosure of how it. 


.gain up to 53.4% of BHP capital: Un- - 








% change 
on period 
+106.5 


-0 
suf 


Holmes à Court outmanoeuvres BHP's belated defence 


with Britain's Standard Chartered Bank 
for up to A$2 billion in funding for the 
takeover (REVIEW, 27 Feb.) and there- 
by presumably disclose its strategy. Bell 
has offered A$7.70 cash a share for 50% 
of outstanding BHP shares, or one Bell 
Resources share plus.A$2.50 cash. With 
certain ceilings, this produces an op- 
timum mix of an outlay of A$2 billion 
cash and 250 million Bell shares, and 
would yield an additional 34.4% of 





BHP's equity, taking Bell's stake to 


53:3%. . 

-Stockmarkets are as mystified as 
BHP about Holmes à Court's ultimate 
plan, but on the basis of his deftness in 
previous takeover plays seem much 
more inclined to trust his judgment. 
This signals the failure of BHP's inten- 
sive cultivation of professional investors 
and analysts during the long “phoney 
war" preceding the bid. A 


BHP has thus been 






forced to carry 


the political arm of its defence to groups 
' that have been its historical opponents 


in the Australian scene — the trade 


unions, the leftwing of the ruling Aus- 


tralian. Labor Party (ALP), and the 
middle-road Australian Democrats who 


can tip the vote in the federal senate. 


During the two weeks following the 
17 February offer, BHP managing di- 


rector Brian Loton toured the trades 
halls of Australian cities warning of pos- 


sible disruption should *one man" take 


| over the country's monopoly steel pro- 
ducer. With some 37,500 employees in 
BHP's steel division, its blast furnaces 
are the life-force of the cities of 
Newcastle, Wollongong (both in New 





% change 
on period 


Dividend 
(prev.) 





A$5.38b 
(US$3.8b) 









A$1.6b 
(US$1.1b) 













A$177.9m 
(US$124.8m) 








$$126.99m 
(US$58.8m) 








Rs 4.82b 
| (U5$395. 1m) 
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+ 












 sidising steel 


ances on the touchy questions of stee 













d 01 1€ TO! 
operations Hg 
fit oil and mineral activities we 
enough to make many union officials 
and steel city parliamentarians forget 
the ironies of Loton's appeal. Strong 
pressure built up in ALP ranks fo: 
Prime Minister Bob Hawke's cabinet tc 
order an inquiry into the merits.of the 
takeover. Some media commentator: 
also attacked the financing of takeover: 
with “foreign” borrowing (even,thougt 
the Standard Chartered loan is Austra 
lian. dollar-degominated) and “nega 
tive-gearing" whereby interest. pay 
ments on such loans can be deductex 
from the general income of the raide 
for tax purposes. ^... — 


Hak and Treasurer Paul Keatin; 
fought strongly against this, arguin; 
for the question to be decided “in the 
marketplace." In the process, they #4 
obliged. to call Loton and Holme 
Court to Canberra to give certain 

















other lines of defence. eres 

‘When Holmes à Court launched h 
bid, it was based on the general assump 
tion that amendments introduced in th 
federal parliament to the Trade Pra 
tices Act — a major piece of consume 
protection legislation — would remov 


a requirement for takeovers involvin 


monopolies to be subject to an inquit 
by the Trade Practices Commission t 

















Comment 


a) 


First results since merger of G. J. Coles and Myer Er 
porium shows profit up only 3.6%..on co bined yea 
_@arlier figures. — TOS RO 
Full-year net profit of A$200m expected. Increase carr 
despite 12696 rise in interest payments 
, j8equsiio. O z: RUNE 
| Chief contribution to profit jump came from share tradir 
and dividends. Manufacturing and retail operations sho 
Final dividend payable 6 May. 





* 





| Pre-tax profit rose marginally to Rs 169m from Ris 168.21 
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house and defe 
‘preference for. 

‘battled with dist 
spected bastion o; 
‘the amendments, Y 
father" clause that would subject exist- 

ing takeovers to the original legislation. - 








Strahan industry. 
ected to support 























But with a determination that puzzles | 


‘some analysts, Hawke has decided to 
withdraw the amendments and rein- 
troduce the legislation in two parts. He 
appears confident that opposition will 
waver once it is realised that Holmes à 
Court could evade a grandfather clause 
| simply withdrawing, then re-issuing 









from its most aggressive ploy to 
e. O “March, its stockbroker 
went into the markets for large parcels. 
share, a 


2, a premium on prevailing prices. 
- It was short of the classic takeover 
defence of a counter-bid, which in any 
case would have depended on Holmes 
à Court selling his 51% stake (held 
through parent company Bell Group) | 
and then given him the cash to start buy- 
ing BHP shares all over again. BHP 
aimed instead to upset one of the condi- 
tions placed on the Standard Chartered 
loan: that Bell Resources' shareholders 
agree to issue 120 million new shares 
to Bell Group,» both to boost share- 
holders’ funds and avoid dilution of Bell. 
Group control should BHP sharehold- 
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had an uncertain | 


ell Resources shares at A$5.50.a || 






s-cash option. 
. DB 140 million on 
Bell Resources shares and options, 


pt for the 


IC 


Opt TOF Uie snare-ph 
By spending some A$ 











a BHP gained 15% voting power in Bell 


Resources. With Holmes à Court's 51% 
block ineligible to vote under takeover 
rules, BHP aimed' at a blocking vote on 
the share issue, which required a 75% 
majority among non-Holmes à Court 


FINANCIAL TIMES 


Holmes à Court: takeover ambitions. 


shareholders. When BHP lawyers ar- 
rived at an extraordinary shareholders’ 
meeting tn Perth on 18 March, however, 
chairman Holmes a Court quietly de- 


livered a bombshell. 
H e revealed that about 1 million of the 
24 million shares and options bought 
by BHP had come from Bell Group it- 
self. Citing legal advice, Holmes à 
Court said this could make BHP an "as- 
sociate" of Bell Group and render it in- 


w Zealand 


*. 1985 


| “fend month) (weekly values) 





| 
| 
| 
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| thus appear to need a fundamental 


| knight" to buy him out (Elders. 


| is in “debt” to BHP for a past 


-12% of BHP acquired for some 






 vestment represents the hig 








for some 71.5 million BHP shares held _ 













ib he s 
as well. To vigorous ane l 
lawyers, Holmes à Court said | 
only be fair to adjourn the m 
four weeks — long enough, depend 
on the Victorian court's action 
offer to be sent out. : 
Earlier, to the chuckles of a 
preciative home-town crowd, he ! 
rubbed in the irony of BHP putting its 
money into a company it previous 
dubbed a paper castle, saying * his in- 

































































mark of their recent acquisition pros 
gramme." Furthermore, Holmes à. 
Court said that Standard Chartered 
Bank had agreed to waive the place- 
ment condition. | ! 
To beat Holmes à Court, BHP would 


to appear in his financing, for politica 
unacceptable aspects to emerge in 
plans for the group, or for | 





which has temporarily abando: 
bid for British group Allied- 


favour, is one possibility). 


So far, Holmes à Court seei 
no trouble carrying the cost 








million over the past year. His next o 
lay, should the bid be held up, would be 





under A$7.11 a share option with . 
Adelaide Steamship Co. between 1 Au- [ 
gust and 2 October. hes CV Ma i 
Amid one of the strongest bull runs _ 
for many years in Australian exchanges, — 
BHP's share price has actually fallen, | 
and stood on 18 March at A$6.40 — 
A$1.30 below Holmes à Court's offer. 
While this should raise questions about ` 
what Holmes à Court expects to get 
from BHP control, no doubt many . 
shareholders would be prepared to let 
that be his problem. BM ee 
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HONGKONG: Despite reasonably good funda- 
mentals, the market crashed by 6% of its value 
over the period. The bearish sentiment was 
blamed on disappointing Hongkong Bank results 
released on 12 Wir a rapidly rising yen against 


: sector. The yen's rise might have diverted invest- 

| ors away from blue chips and prompted many 
= | punters to try their luck on the foreign-exchange 

.| market instead of the stockmarket. The Hang 
Dg Aen fell more than 100 points to close at 
— | 1,566.49 as turnover rose to HK$306.75 million 
= | (US$39.3 million). 


P. TOKYO: A volatile week of trading saw volumes 
- | sharply up, averaging 928.3 million shares daily, 
= | and a record Dow Jones Average of 14,664.47 

| points on 15 Mar. The Dow Jones indicator ended 

| the period with a slight drop to 14,655 points on 17 

| Mar. Suns influenced by the yen's rise to a 

post-World War II high of US$1:¥174, the mar- 
| ket saw big gains for oil end-users such as Tokyo 

.| Electric Power which topped ¥4,000. A half- 

| point cut by the Bank of Japan (the central bank) 

.| inthe official discount rate to 4% , and rumours of 
| a further cut, helped boost equities trading. 


- | SINGAPORE: It was a grim time for brokers, with 
= | news that another firm, E. G. Tan and Co. has had 
provisional liquidators appointed, and a work 
stop page by remisiers seeking the return of dene 
sits lodged with now-defunct firms. After modest 

ains at the beginning of the period, share prices 
= | fell with a thump on 13 Mar., largely due to the 
. | banks selling off shares held as collateral from 
= | bankrupt brokers. The falls continued for the rest 
- | of the period and Fraser's Industrial Index closed 
. | 164.02 points lower at 3,336.05. The average daily 
| trading volume was 9.95 million shares. 


| KUALA LUMPUR: The market drifted lower at 

| the beginning of the period as investors continued 

= to be worried by potential political ramifications 

= | of the Bumiputra Malaysia Finance report. The 
| fallin share prices gathered momentum as news of 


c-^ 


.| the disturbances in Sabah filtered through to the 


. | market in the earlier part of the period, and apart 
| for a minor rally after the weekend, losses were 


3 3 ^ 7.7 million shares. 


— | MANILA: The market weakened further in the ab- 

| sence of more definitive economic policy deci- 
| sions by the new government. Average daily turn- 
. over came to 52.9 million shares, down 40% from 
the previous period, worth P10.28 million 
. | (US$501,463), down 63%. Trading on market 
. | leader Philippine Long Distance Telephone was 
= j| suspended for a day on 17 Mar. following govern- 
li | ment sequestration of the firm, along with five 
|. | other-telecommunications companies. However, 
| commercials and industrials still accounted for 
67% of total value turnover. The commercial-in- 
dustrial index moved up 3.27 points to 214.31 and 
the mining indicator rose 15.12 to 965.16. 
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Yen rise gets mixed reactions 
HONGKONG suffered a major setback as punters became distracted by a rising yen 


and poor Hongkong?Bank results, while Tokyo steamed ahead on potential gains to 
certain blue chips that the strong yen might bring. 


the US dollar and pessimism in the local property 


TAIPEI: The market rebounded strongly from the 
previous period's decline. The weighted price 
index rose 27.8 points to close at 980.46, a new re- 
cord. Trading volume on 17 Mar., amounting to 
NT$3.63 billion (US$90.75 million), also repre- 
sented a one-day record for the market. Market 
activity has been almost feverish since the begin- 
ning of the new year, as favourable economic indi- 
cators and record-low interest rates for bank de- 
posits are attracting large amounts of new money. 
Foods shares showed the best performánce during 
the period, with their specialised index rising 
11.77 points to 238.57, a 5.2% increase. Average 
daily transactjons were down slightly, but still high 
at NT$2.9 billion. 


AUSTRALIA: Markets scored a string of records 
on aggressive US institutional buying of banks, re- 
rating of stocks with strong interim profit results, 
falling interest rates, and news of booming mar- 
kets in New York and London. The All-Or- 
dinaries Index gained 57.2 points or 5.4% to 
smash through the 1,100-point "barrier" on 17 
Mar. and hit 1,112.2 points, adding A$4.1 billion 
(US$2.9 billion) to market capitalisation. It was 
spurred by a 98.5-point jump in the All-Industrials 
Index to 1,770.4 on thin lines of keenly sought 
market leaders such as News Corp. and Adelaide 
Steamship. 


NEW ZEALAND: The market opened firm with 
Barclays Index posting yet another new high for 
the fifth trading day in succession. Contrary to ex- 
pectations, interest rates have remained steady 
during the current tax-drain period and this com- 
bined with continuing corporate rationalisation 
pulled buyers into the market early in the period. 
Some profit-taking was evident later in the period 
but the market closed firm, in line with the other 
international bull markets. 


BANGKOK: Depressed by the ex-dividend trad- 
ing of some stocks, especially Siam City Cement, 
the market posted a slight drop, but on increased 
turnover. Partly contributing to the deterioration 
was the lack of new incentive for trading. Sluggish 
trading was reflected in 54 stocks being unchanged 
compared with the 18 counters that advanced and 
the 24 issues that declined. The Book Club Index 
eased 0.57 of a point to close the period at 122.23. 
Heading the rising column was Asia Fibre. 
Charoong Thai suffered a major setback. Helped 
by several direct transactions, the total turnover 
was up to 2.7 million shares, valued at Baht 493.54 
million (US$18.7 million). | 


SEOUL: The will of the Ministry of Finance to 
slow the market boom of recent weeks seems 
finally to be having some effect. Margin sales are 
severely restricted, and the major trust houses 
have been instructed to sell shares. However, the 
composite index was still inching forward, up 1.12 
points to 185.5, while average daily trading fell by 
21.54 million shares to 42.45 million. Falling the 
furthest were old favourites — transport equip- 
ment was down 11.92. Samsung Semiconductor 
and Telecommunications was a major loser. 
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minus the mystery, E 


can afford ok ignore them. Nor« can any yidi or 
scholar or anyone who has dealings with Asia. Decide 
for yourself whether any other single medium puts the 
|, economic, social and political realities of Asia al Jour 
Uu ag as does the Asia Yearbook. 


Now in its 27th Edition ! 
The Asia 1986 Yearbook, now in its 27th year, is bigger 
and more comprehensive than ever before. Matching 


- er detail, with greater insight — a book which everyone 
ih needs to know about Asia must have on the book- 


CO 

. The Asia 1986 Yearbook includes two new chapters — 
.. covering a historic year in South Asia, and analysing US 
_ involvement in Asia — but you will find familiar chapters 
. and features as well: a portrait of The Region, The 
Power Game, Population & Food, Development Banks, 
-. Asian Finance, Asian investment, Commodities, 
.. Energy, Aviation, Shipping, Fishing, Trade & Aid, the 
Pacific, Asian & Pacific Organisations, and a round-up 
f. he year $news stories. 

jn the past, the Asia 1986 Yearbook has an abun- 


ce of charts, tables and graphics to illustrate the 
terial, including a full m military i e of each regional 





e main body of the book contains chapters on 31 


ies, ranging from Afghanistan to Japan, from 
: T 







tics s and Social Affairs, Foreign Relations, Economy 
; complete with a map and lists of 






sadn publ a first: ‘sand information on everything from 
potential and population trends to foreign aid in- 
social. and c cu uitural landmarks. Each 





| e And there is also : a statist st 


How We Did Ro 


-. the rapid pace of Asian development, it goes into greät- - 








e myth: 






county dapa has a Databox ¢ 


din experts. We = 


Published by the. Far A NR Economic Review, the 1 
Asia 1986 Yearbook is the result of thousands of man- 
hours of work during the year. Every week, the Review s 
correspondents. file on-the-spot reports from every 
oe Asian Maid and every area of interest through- 

5 lead of writers, analysts, 





er esear ff Jute (as they have reg- 
ularly for 27 years) to keep the Asia 1986 Yearbook on 
top of events. To give you Asia minus the mystery, 
minus the myth. To give you. Asia à as One the Far East- 
ern Economic Review can. 





Soft Cover; HK$1 70/US$23. 95 /E '20/S$49.50/ 

Hard Cover: HK$200/US$27. 95/823. 75/5858. S0/MS67 : 
For airmail delivery; please add: | 
HKSSS/USSTESSS1 SMS 50 per copy. 














To: Publications Division, NE 
Far Eastern Economic Review, 
G.P.O. Box 160, 
TOTO 
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No. of copies 


Asia 1986 Yearbook (Hard Cover). 3 pech 
Price: HK$200/US$27. 95/£23. 75/8858. 50/M$67 è: ach 


No. of copies POI D surface Cu Loy airmail* 
... *For airmail delivery, please add: | ; 
| HKS55/U887/£5/8$15/M$17.50 per copy. E 
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Higas Co. Ltd and First Pacific Finance. 
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D awn is breaking over the port of 
£ Zhuhai. Our bright-orange inflata- 

. | ble noses up to the battered side of a 35- 
year-old, three-masted junk. By 9 a.m. 
there will be almost a dozen junks an- 
chored here: they will form the 


backdrop for Hongkong in the 1840s 
— the Hongkong of James Clavell's 
Taipan. 


An American film company making 
a movie in China sounds like a formula 
for disaster — especially when, as 
Taipan does, the film deals with a par- 
ticularly sensitive period in China's his- 
tory: in this case, the ejection of the 
European merchants from their settle- 
ment in Canton, and the subsequent 
formation of the Colony of Hongkong. 
As it turned out, however, political sen- 
sitivities were not a major problem — as 
far as the period itself is concerned, 
China accepts it as being a particularly 
dark one. 

Moreover, Commissioner Lin Zexu 
has recently been resurrected as a na- 


- | tional hero for his role in throwing out 


the opium merchants. In Taipan, the 
film, he is given more screen time than 
strict adherence to Clavell's novel 


| would have allowed, but this is for pur- 


oses of dramatic sequence rather than 


- |. for political reasons. Other scenes have 


been amended slightly but the major 
cuts have been made for similar drama- 
tic considerations — and to keep on 
schedule. However, diplomacy did play 
a part: “It was gently suggested that we 
remove [filming the bedroom scenes] 
from China," explained producer Raf- 
faella De Laurentiis. These scenes were 
susequently filmed at Shaw Brothers' 
studio in Hongkong. 

The economic and organisational 
side of the project, however, presented 
more problems. The service deal De 
Laurentiis signed with Pearl River 
Studios (PRS) in Canton was rumoured 
to be in the region of US$3 million, 
excluding the high cost of renegotiating 
vague parts of the contract. 

"There have been many instances," 
said Charles Jennings, executive in 
charge of production, “where the con- 
tract wa$'vague and open to interpreta- 
. tion, and was therefore interpreted two 
| different ways — sometimes diametri- 
| cally opposed ways.” 

The differences in organisation and 


ET planning style ‘has also not been without 


its challenges?: Where, to quote Jen- 
nings again "[thé Chinese] plan and plan 
and plan and go, we plan and start and 
keep planning as we're moving, and 
change. In an ideal world, [their 
method] is a very good way to do it. Un- 
fortunately, economics in the West 
doesm't' allow that amount of time. It 
would be too expensive.” 

For the US$1,000 it costs for every 
six minutes of shooting, Western direc- 
tors and producers expect punctuality 


- 


Canton harbour, early 19th century: glimpses into the past. 


and clear organisation. When this re- 
quirement collides with the Chinese 
view that “time is only time,” innumera- 
ble difficulties can, and do, result. Such 
a clash prompted a Chinese actress to 
explain: “The Western company’s con- 
cern for timing and close budgeting is 
causing friction and the [PRS] is trying 
to get back in any way it can.” 

On the whole, however, the Chinese 
movie industry is glad to have Western 
companies filming in China. “Much of 
our equipment and technology is worse 
than in the West,” said actor Chen Shu. 
“We learned from the Soviet Union, be- 
fore, and then came the Cultural Rev- 
olution — we did not make movies for 
six or seven years. Everything has 
changed now but we still need time to 
get back our skills, but we are better 
than 10 years ago.” 


W estern films are popular in China, 
according to actress Joan Chen who 
added: “It is good for us to be able to 
watch a Western film being made.” 
There was obviously similar enthusiasm 
from the American side. Many of the 
cast and crew worked on Taipan purely 
because shooting was on location in 
China. They took cuts of up to 60% in 
their normal fees just to be here. (This, 
plus the absence of an expensive union- 
based film industry, most likely influ- 
enced the decision to film entirely in 
China.) 

Chen Shu continued: “Ten years ago 
we could not talk with Western people. 
Now we can talk freely; go abroad 
freely, alone.” Despite this, Taipan is 
still causing the Chinese to have some 
reservations. Doubts have been ex- 
pressed over the image of the Chinese 
that will emerge after editing, though 
Joan Chen has no such qualms about 
her role as the taipan’s mistress, May 
May. As long as her portrayal is of a 
bright and attractive girl, she cannot do 
the Chinese image any harm, she said. 

And whether or not the cast and 
crew have all endeared themselves to 
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the Chinese they have come in contact 
with, China itself has left a lasting im- 
pression — mostly positive — a 
everyone working on the movie. 

Now that filming is finished (and, ac- 
cording to Jennings, as close to budget 
and schedule as many productions made 
in Hollywood) the success of this pro- 
ject can be judged more clearly. To- 
wards the end of shooting, Jennings 
explained that despite the breakneck 
schedule, the difficult task of condens- 
ing a 'ong, episodic saga into a couple of 
hours of screen time, and the many 
other problems, “the bottom line is that 
we're cong it, and I think we're going to 
end up with a decent film.” 

Taipan Productions, the approved 
name of this portion of the De Lauren- 
tiis empire, seems agreed that the diffi- 
culty of dealing with hard-nosed 
Chinese businessmen was a small price 
to pay for the financial, and other ad- 
vantages such as the “marketability” 
gained from shooting in China, a coun- 
try which, internationally, attracts a 
great deal of curiosity. Locations wggmm 
selected in China over potentially be 
locations in eight other countries, be- 
cause “there is an atmosphere and au- 
thenticity we couldn’t have got any- 
where else” Laurentiis explained. 

Jennings expanded on this: “The 
mystery, the majesty, and the allure of 
China all work together to create, I 
hope, a magic on the screen. The boats, 
the sets, the river, the light, the people, 
and the costumes all create a glimpse 
into what was an amazing time and. 
place — China in the 19th century. 

^We bring our own world with us. 
wherever we go," Jennings added. *We 
eat our own food, we wear our own 
clothes, we listen to our own music, we 
read our own papers and yet we've got 
to function right in the middle of this so- 
ciety. In the end I suppose you can ex- 
pect to have conflict and problems. The 
bést you can hope for is*o do the job 
which you set out to do. And that we've 
done." — Bevis England? 
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The first camera that has ever won 
two such prestigious awards in the same year. 


All over the world, experts have come to agree that the Minolta 7000 
and its incredible Hi-Tech autofocus system has dramatically influenced the 
future of photography. 
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In pursuit of profits í 


The production of aluminium involves the use of electric currents so pow- 
erful that they will stop the wristwatch of a bystander. Add the heat of 
molten metal and truck loads of dust and you have an environment as 
hostile to mechanical equipment as you can find. 

This is the story of how an advanced engineering company called 
Atlas Copco helbed a Norwegian aluminium producer improve the cost- 
efficiency of his process. 

If you're concerned with company profits, this story could relate to 
you, too, no matter what industry you re in. 


AT KARMØY, 

TIME STANDS STILL 
AS PRODUCTION 

ACCELERATES. 











The old Vikings always knew where to 
find good harbours. Harald Hárfager, or 
Fairhair, the first king of Norway, set- 
tledon the island of Karmoy facing the 
roaring waters of the North Atlantic. 
Today, Karmoy still provides an 
excellent harbour and the ships still 
call with their cargos of precious metal. 
Or1 ther, metal in the making. 
Atahuge aluminium plant, Norsk 
Hydro, Norway's largest industrial 
group, produces 160,000 
tonnes of high-grade alu- 
minium every year. The 
raw material is alumina, 
from far-off countries. EN 
But the harbour | 
was not the main reason B 
for the siting of the plant. | 
It was Norway's biggest 
natural asset; energy in 
the form of hydropower. 
In fact, 
Söderberg furnaces atthe | 
Karmøy plant consume 
as much iectricity as a 
medium-si-« town. 

















It's a tough world. 


The alumina powder is 
dissolved in pots contain- 
ing molten electrolyte. To 
feed alumina, the crust on the surface is 
broken up at two-hourly intervals using 
two"swords"oneach pot. The problem 
is to find suitable motive power for the 
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swords in such a harsh environment. 

The current in the pots is 
125,000 amps and produces a magnet- 
ic field sufficiently strong to perma- 
nently ruin a wristwatch. The temper- 
ature of the electrolyte smelt is 970? C. 
And the dust from the alumina renders 
most mechanical devices useless. 
This was the situation faced by Norsk 
Hydro and Sverre Johannessen, head 
of the workshop. 





But Atlas Copco is tougher. 


Here Atlas Copco, through its Monst 
Tison division, entered the scer 
When Norsk Hydro c 
to us, we meta 
gan to investigate the 
sibility of adapting « 
EXE pneumatic cylinders a 
I control valves. 
"E After  ingenic 
4 engineering and testi 
we came up with a tail 
made cylinder which 
in spite of the hostile « 
vironment—has a pr 
en service life of fi 
years and a theoreti 
engineering life cycle 
more than 20 years. 
No wonder No 
Hydro calls this solut 
more than satisfactc 
With a total of 1,400 c 
inders that take care 
themselves, little maintenance 
needed. 
What's more, the cylinders p 
mit greater precision in breaking : 


Locating an aluminium plant calls 
for two key factors; a harbour and 
electricity. Norsk Hydro has both at 
Karmoy. 




















Sverre Johannessen, head of Karmdy's 
work shop, does not spend much time 
with the pneumatic cylinders power- 
ing the crust-breaking swords; their 
service life is five years. 


* 

aluminium that can be produced using 
a fixed amount of electricity. When 
the new system with pneumatic- 
powered swords was introduced, pro- 
duction rose substantially. Together 
with other measures, an extra 4,000 
tonnes of aluminium could be pro- 
duced at the plant. The contribution 
















Hi 
ust and feeding alumina, thus im- 
oving the product quality and reduc- 
g the discharge of gas and dust. 
But the most stunning aspect — 
e productivity —is yet to come. 


Who is this Atlas Copco? 


B. you may be wondering, "What 
S all this got to do with me? I'm not 
en remotely concerned with the alu- 
inium manufacturing business" A 
-, we hope. Read on and see. 

Atlas Copco is one of the world's 
ading companies in the field of com- 
essed air and hydraulics. But we're 
so active in other technical areas, 
ich as electronics. 

The company sells it's 3,000 
oducts and services to 250,000 reg- 
red customers in more than 120 
untries. 

Our manufacturing and product 
velopment are spread over 16 coun- 
es. Invoiced sales in 1984 exceeded 
5D 1,000,000,000. 

Typical customers are indus- 
ies involved ih mechanical produc- 
m, food processing, chemicals, phar- 
aceuticals, textiles and electronics. 
cluded in this group, of course, are 
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building and construction contractors 
and mine operators. 

[n recent years, Atlas Copco has 
also established itself in new areas 
such as gas compression, the mining 
of soft rock — including coal — and heat 
energy recovery. 


4,000 tonnes extra. 


The crucial formula in calculating the 
cost efficiency of an aluminium pro- 
duction process is the amount of pure 


l YES I would like to see for myself 
9 if Atlas Copco could help 
me to make a little more money. 


C] Send me your brochure, “In Pursuit of 
Profits", with more case histories like this 
one and general information on how 
Atlas Copco solves customer problems 
and needs. 

C] My business is PAE Sekai 
(specify type of industry). Send me in- 
formation that shows what you can do in 
this field. 

Gg a | a a 
(specify type of product). Send me rele- 
vant literature. 

|] Have your nearest representative call 
me for a no-obligations discussion about 
i specific product. 





plant management points out. 


purchasing a product. 


crease your income. Or both. 


own. They 


read. 


Your ticket to better profits. 


made by Atlas Copco was crucial, 


When you buy something from 
Atlas Copco, you are not merely 
You are 
buying a profitable solution in 
every situation. Our aim is to help 
you cut your operating costs or in- 


We don’t pride ourselves 
on having developed our meth- 
ods and products all on our 
are the result of close 
cooperation with our customers. 
Like in the case story you just 


Atlas Copco has 16,300 
employees on five continents. 
We have our own sales compa- 
nies in 47 countries and dis- 
tributors, including direct sales opera- 


tions, in another 85. All this is backed 
by more than 400 service centres w..h 
trained mechanics and off-the-shelf 


spares all over the world. 
So we're never 
phone call away. 


more then 


d 


Atlas Copco 
i 


Mail this coupon to Atlas Copco rS 
quarters, S-105 23 Stockholm, Sweden. 
Or use this magazine’s reader servicecard. 


Name 
Position 
Company 
Street 
City 
State ye ae a 
Country 


Phone 
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pm ane al "imi in "uds And! d hey choose 
Morgan Guaranty to manage issues in a wider range 
of currencies than any other underwriter. 





Issuers 


give Morgan these mandates because we have the capital 
strength, global resources, and skills to structur 
most advantageous financings—in ar y currency. 


Issuers like those in the table 
require a lead manager that 
participates in all key interna- 
tional securities markets, and 
has the ability to identify attrac- 
tive financing opportunities in 
each of them. When borrowers 
ask Morgan Guaranty for advice 
they get that and more. 

They find that our capital 
strength—over $5 billion in pri- 
mary capital—reduces their cost 


and risk in intermarket arbitrage. 


. They also find our currency and 
interest-rate swap specialists can 
help them create dollar obliga- 
tions at the lowest cost. 

Here are examples of how we 
helped borrowers take advantage 
of new opportunities in foreign- 
currency bond markets in 1985, 





when more than half of all inter- 
national debt issues were in non- 
U.S. dollar currencies. 
Deutschemarks. Morgan 
Guaranty GmbH was lead man- 
ager of an R.J. Reynolds DM265 
million issue swapped into U.S. 


dollars. This was the first straight 


Euro-Deutschemark issue in 
which a foreign-owned firm was 
book-running lead manager. 
French francs. We were 
co-lead manager of eight French 
franc issues—more than any 
non-French bank. We co-led, 
with two French banks, a Gaz de 
France issue that reopened the 
Euro-French franc bond market 
after a four-year lapse. Then we 
co-led French franc issues for 
IBM France, the Kingdom of 


Sweden, Mobil, Electricité de 
France, and Unilever 
. ECUs. Morgan was lead or 
co-lead manager of ten ECU 
issues, including an ECU 100 mil- 
lion issue for Security Pacific 
Australia which we swapped i 
U.S. dollar financing. 

Swiss francs. Morgan Guar- 
anty (Switzerland) Ltd launched - 
as book-runner a SF235 million 





issue which we combined witha. 


currency swap to provide 15-year 
U.S. dollar financing x for RJ. 


| Reynolds. Increased to SF 219: 


million, this was the largest i 
Swiss franc offering to date by a 
U.S. company. In the Swiss 
public bond market we were also. 
book-running lead manager for . 
issues for Chrysler, IBT, PepsiCo, 














Olivetti, and the first zero cou- 
pon issue for the World Bank. 

. Sterling. We were book-run- 
ning lead manager for Euro- 
rling bond issues for British 
troleum, Sterling Drug, and 

V. Amev. In addition, Morgan 
lead managed a $100 million 
issue for Minnesota Mining & 
Manufacturing that was the first 
-dollar/sterling dual-currency 

. Australian dollars. Two issues 
for Bank of Tokyo and one for 
Dresdner Bank were among the 
seven A$ issues led or co-led by 
New Zealand dollars. We led 
en issues, including a NZ$75 
nillion Coca-Cola Financial 
ssue which we swapped into * 











nages bond issues 





fixed-rate U.S. dollar financing. 
Lira. We were co-lead man- 
ager of the first U.S. corporate 
Euro-lira issue for United Tech- 
nologies, for Lit50 billion. 
Danish krone. We were lead 
manager for the first two issues 
in the Euro-Danish krone bond 


Morgan Guaranty 


, 


market, which opened last year. 

Yen. For J.C. Penney, we 
arranged U.S. dollar fixed-rate 
funding, at a cost below the yield 
on U.S. Treasury notes, through 
a Euro-yen bond issue and cur- 
rency swap. 


We deliver innovative services 
in the capital markets with the 
same high quality and skill that 
have long been hallmarks of all 
Morgan banking. Challenge us 
with your next complex financ- 
ing problem. 


Morgan Guaranty Ltd, Edinburgh 
Tower, 15, Queens Road Central, 
Hong Kong 


Morgan Guaranty Trust Company, 
23 Wall Street, New York, NY 10015 | 


DISCOVER 
NEW ELEGANCE 
IN THE HEART 
OF SINGAPORE 


For the business traveller and 
the vacationer who insist on the 
luxury of an international hotel and a 
convenient location, the Tai-Pan 
Ramada is perfect. 

500 rooms and suites lavishly 
furnished in rosewood; each with its 
own tea and coffee facility. 
Restaurants which serve a variety of 
local, Chinese, Thai, Japanese and 
Continental cuisines — delightful 
choices when you're entertaining 
friends or clients. 

And the most conducive places 
to relax in — Kangxi Lounge, 
24-Hour Cafe, Poolside Cafe, Health 
and Fitness Centre and Club 101 
Discotheque. 

For the businessman — an 
Executive Business Centre, complete 


ELEGANT NEW-VALUE OFFER! 


4096 discounts off room rates. 
Free, spouse and children under 12. 


with secretarial and telex services. 
Convention facilities like the Plum 
Ballroom which can hold 450 people, 
four all-purpose function rooms. 

Still you'll discover more to like 
about us. Economically priced room 
rates. Impeccable yet unobtrusive 
service. And a central location in the 
business district, mere walking 
distance from Raffles City. 

The next time you plan a trip to 
Singapore, plan to stay with one of 
the world's largest hotel chains. Make 


-your reservations at the Tai-Pan 


Ramada. 


JN 


INTERNATIONAL HOTELS 


In Asia/Pacific — Beijing (1988), 
Brisbane, Cairns (1986), Colombo, 
Gold Coast, Hong Kong (1988), 
Kuantan (1986), Melaka, Seoul (1987). 
Singapore, Sydney, Tokyo (1987). 
Xian, China (1988) 








WWF Kojo Tanaka /BCL 


Ane 
Giant Panda . 
needs your help | 
tO SUFVIVC 


Cp every eighty to a hundred years the 
bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
thats bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 


But that’s just one of the problems facing the 
Panda. 


To ensure that it has a future it is vital to 
preserve the complex ecosystem in which 
lives, to carry out research into its dietary nee¢ 
and investigate possible alternatives, to discov 
the reasons for its low reproduction rate, 
study the problem of internal parasites —all the 
factors and many more which threaten it 
survival. 

Recognition of the urgent need to solve th 
and other problems has resulted in a unique and 
historic partnership between WWF and the 
People's Republic of China. 


WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves — Wolong Natural Reserve in 
Sichuan Province. 

A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 


The Giant Panda is an endangered animal. 
It is also the symbol of WWF’s worldwide 
conservation efforts to save life on earth. 


But WWF needs money - your money. 







TAI-PAN RAMADA HOTEL 


101 Victoria Street, Singapore 0718. Tel: 3360811 
Telex: TAIPAN RS 21151 Cable Address: HOTAIPAN' Singapore 
Member of the JACK CHIA-MPH GROUP 


Please send contributions to the WWF 
National Organisation in your country or direct tor 


WWF International, 1196 Gland, 


RAMADA WORLDWIDE RESERVATIONS Switzerland. 

e ASIA/ Hong Kong (3) 7238855 e Kuala Lumpur (Malaysia) 414081 e Singapore 3360811 e AUSTRALIA/ Melbeurne (008) 222-431 e Perth E 
325-1383 Sydney 02-235-3657 * CANADA/ Ontario and Quebec 800-268-8930 e Toronto (416) 485-2610 eAII other Provinces 800-268-8998 e 

MEXICO / Mexico City 531-3028 e EUROPE / Belgium 02-2185739 e Denmark (04) 300030 eGermany 069-234021 eUnited Kingdom 01-2355264 e WWF WORLD WILDLIFE FU NEI 


France 1-42666203 e Netherlands 020-472919 e Italy 06-6569112 e Norway 02-418160 e Sweden 08218101 e Switzerland 01-3020895 e 
FAR EAST /Tokyo (03) 2398303 € USA/ Call USA Toll Free 800-228 2828 or 1-800-2 RAMADA Telex 484-509 i f 
UTELL INTERNATIONAL or your nearest trave! agent WT ie tans ied n -— 1 

Advertisement prepared as a public service by Ovilvy & Mather. 





Plane Perfection. 


ew í 5:238 brines om soort 
2S = ‘ot of performance. 

in operate ‘demands from an aircraft. 
ei d, to insure maximum vin 
I xz ws M comfort combined 
Er operating costs guaranteeing maximum 


Eu entirely new aeronautical concept 


& 
among aircraft of its class. Wider, more 
with more 


. comfortable, for more 
Bor NRI 
| eire 190m. high down the aisle. — 
I in 

That's the new CN-235. The first M 


transport specifically created for the wor 







space 
«with room to relax in tptal - 
For further information, contact: Construcciones Aeronáuticas, S. A. Rey Francisco, 4. 28008 Madrid. Spain. Phone: 248 53 09. Telex: 44729 
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Its design. Nr short or mesna aula, coe ell with toilet | ; 
incorporates a rear cargo-ramp door via which ond EY. i 
configuration can be quickly changed to mixed * Cargo :4LD-3 containers or 2 | 
or cargo, and loading/unloading of containered pallets rt x 125" or 5,000 Kgs. 
baggage is easily effected. (11,020 Ib.) of bulky cargo. 





 CASA-NURTANIO 


Plane Perfection 








Or contact: P.T. Nurtanio; BPP Teknologi Bid., JI.M.H. thamrin 8, Yakarta, Indonesia. Phone: 322 395. Telex 44331 ATP. JKT. 
CASA Inc.: 1215 Jefferson Davis Highway. Suite 404. Crystal City. Arlington, VA 22202. USA. Phone: (703) 486 53 70. Telex: 901109. 


Internationally acknowledged to be the finest 
King Size cigarette in the world 


I THE MOST DISTINGUISH ED TOBACCO HOUSE IN THE WORLD 
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